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THE Coal Commission found it necessary to issue four reports 
at the conclusion of the second stage of their proceedings. In 
ordinary circumstances it would have been a notable fact that a 
body so diversely composed should have unanimously recom- 
mended the nationalisation of mineral rents as a common 
feature of all four reports. But this and all other features 
of agreement are dwarfed in importance by differences on 
the larger question of the nationalisation of the mines. Of 
the four reports, that of the six representatives of Labour is essen- 
tially a reservation on points of detail to that of Mr. Justice 
Sankey, with which they declare themselves “‘in substantial agree- 
ment.” Mr. Justice Sankey’s Report thus becomes in effect a 
majority report, and this fact, together with his personal position 
as the impartial Chairman of a Commission based on the repre- 
sentation of interests, invests his conclusions with a special 
importance. 

Mr. Justice Sankey recommends “that the principle of State 
ownership of the coa] mines be adopted”; and he puts forward, 
not indeed as a recommendation, but as a “suggestion,” a scheme 
of “local” as contrasted with bureaucratic administration, which 
embodies the principle that the workers engaged in the industry 
should participate effectively in its control. The scheme provides 
for a Minister of Mines, responsible to Parliament, and for a three- 
tier system of Councils—Local, District, and National—upon all 
of which the miners are to enjoy substantial representation. Of 
these authorities, by far the most important are the District 
Councils. It is in them that the “main executive authority” is 
to rest. “Subject to the direction of the Minister of Mines, the 
District Mining Council shall manage in its district the entire 
coal extraction ; the regulation of output; the discontinuance of, 
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or opening out of, mines; trial sinkings ; the control of prices and 
the basis of wage assessment; and the distribution of coal.’’ 
“The District Mining Council shall appoint all mine managers 
and all commercial mine managers within its own district.” The 
National Council and the Local Councils, on the other hand, are 
to be practically confined to advisory functions. The business of 
the Local Councils is “to advise the manager on all questions con- 
cerning the direction or safety of the mine.” They have no 
authority over the manager, though there is an appeal to the 
District Council “if the manager refuses to take the advice of the 
Local Mining Council on any question concerning the safety and 
health of the mine.” The business of the National Mining 
Council is to “advise the Minister of Mines on all questions con- 
nected with the industry.” It will be an unwieldy body num- 
bering about fifty members, elected by the various District 
Councils; so provision is made for a Standing Committee of 
eighteen. “Assisted” by this Committee, the Minister of Mines 
is to ‘‘superintend the operation of the District Mining Councils.” 
The negative aspect of the word “superintendence ” is underlined 
by what follows. The Minister may “veto any resolution come to 
either by a Local Mining Council, or a District Mining Council,” 
though he must “state publicly his grounds for so acting.” The 
active direction of the industry is clearly to form no part of his 
duties. Superintendence, under the advice of a Standing Com- 
mittee, representative of the superintended ; and a veto, with its 
fangs drawn by the obligation of a public apologia, are to be his 
attributes and functions. Important as his réle may be, it will 
not be that of an autocrat or superman. That of the Chancellor 
of the Exchequer is more bluntly defined. “The Treasury shall 
not be entitled to interfere with, or to have any control over, the 
appropriation of moneys derived from the industry. The said 
moneys shall be kept entirely separate and apart from other 
national moneys, until the profit accruing from the industry is 
periodically ascertained and paid into the Exchequer.” 

It is in the District Mining Councils therefore that effective 
control is centred. Subject to a general superintendence, and the 
necessity of making the industry self-supporting, they may pursue 
their own policies with a free hand and a free purse. Their 
finances are to be kept “entirely separate” from one another. 
The districts, which thus become the units of effective govern- 
ment, are to be large areas, numbering, according to Mr. Justice 
Sankey’s tentative suggestion, fourteen for the whole of Great 
Britain. The members of each District Council are likewise to 
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number fourteen. A Chairman and Vice-Chairman are to be 
appointed by the Minister of Mines; ‘four members shall be 
elected by ballot by the workers, and the remaining eight members 
shall be appointed by the National Mining Council as follows :— 

Four to represent consumers (of whom in iron and steel dis- 
tricts two at least shall represent the iron and steel trades, and 
in shipping districts two at least shall represent recognised coal 
exporters). 

Two to represent the technical side of the industry—e.g., 
mining engineering ; and 

Two to represent the commercial side of the industry—pur- 
chase of material and sale of output.” The commercial side of 
the industry is the subject of some noteworthy provisions, which 
are an attempt to secure the advantages of co-ordination, while 
guarding against the horrors of red tape. “The District Mining 
Council shall appoint a commercial manager, whose duty shall 
be, subject to the control of the commercial committee, to 
arrange for the purchase and supply of stores for any mine, and 
to take steps for the disposal of the output of coal from his 
district.” Further, at each mine or group of mines there is to 
be a commercial manager, who would deal with the same matters 
with a considerable degree of initiative and discretion, though 
subject to the district manager’s control. It is specially provided 
that the private trader is to be entitled, without any discrimina- 
tion to his advantage or disadvantage, “to purchase coal for 
export from any mine in the same way as he would have been 
entitled had such mine remained in private ownership.”’ 

It is clear that such an administration would have little in 
common with that of the Post Office in this country, or of the 
railways in Prussia or Australia. Of the chief charges commonly 
brought against nationalisation, only the double-edged one of the 
elimination of financial incentive has indeed any relevance to these 
proposals. Those traditional encumbrances of State enterprise— 
the light-hearted politician anxious to please his constituents at 
the expense of the public purse ; the precedent-ridden bureaucrat, 
imposing for safety’s sake a deadening uniformity; the busy 
Minister, forced by his position as a narrow bottle-neck for an 
overwhelming flow of business to act as a check upon enterprise 
and new methods—have each their powers for mischief narrowly 
confined. Some of the common claims of the advocates of 
nationalisation, the prospect, for instance, of a substantial profit 
for the Exchequer, lose in their turn much of their plausibility. 
Mr. Justice Sankey might, indeed, well advise the controversialists 
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on both sides to burn most of their literature. But this contro- 
versialists are naturally reluctant to do; and it is, therefore, not 
surprising that the criticisms which have been directed against 
his scheme follow the familiar lines—the dangers of political cor- 
ruption and the incompetence of bureaucracy, driven home by the 
object-lessons of our disordered telephones, the bad manners of 
the Prussian official, and the regrettably competitive politics of 
democratic Australia. The necessity is, indeed, sometimes recog- 
nised of establishing some kind of connection between the criti- 
cisms and the project criticised, but this is done easily, if not very 
convincingly, by attributing to those two pests—the politician 
and the bureaucrat—a mysterious faculty of pervasiveness, similar 
to that of the boll-weevil, which ensures that, no matter what 
obstacles may be erected against them, they will somehow succeed 
in spreading their destructive presence wherever the soil of State 
enterprise is to be found. Once this convenient assumption 1s 
made, it becomes superfluous to examine closely the details of the 


actual scheme; and the old arguments are free to resume their 


majestic march. 

The real problems raised by Mr. Justice Sankey’s proposals 
are of a different kind, but they are undoubtedly formidable. 
Will the District Councils hold together, and what will happen 
if they do not? Are not serious differences of opinion bound to 
arise between the miners’ representatives and the other mem- 
bers? If the former are overruled, will they loyally abide by 
the decision of the majority; or is it not likely that they will 
appear a spectacle witnessed already in the case of certain of 
the War Controls on which Labour was represented as public 
antagonists to the policies of the Councils on which they 
sit? And, if they accept the Council’s decisions, when they go 
against them, may they not thereby destroy their own useful- 
ness by forfeiting the confidence of the men they represent? In 
any case, will not the District Council be so occupied with the 
problem of reconciling differences between its members as to 
become unfitted for performing efficiently its proper tasks, which 
will necessarily require a high degree of mutual confidence and a 
single-minded attention to business detail? Will it not, in fact, 
exemplify on a small scale the evils we have come to associate 
with coalition government? ‘These are a few of the chief diffi- 
culties that suggest themselves. It is unnecessary to enumerate 
more. They are none of them such as should prove insuperable, 
given an ordinary measure of prudence and good temper on all 

sides. Failing this, they may bring down to the ground the whole 
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structure of the scheme. There is no real guidance to be obtained 
from the experience of past or contemporary institutions; nor are 
such indications as they afford altogether reassuring. Mr. Justice 
Sankey would probably not dispute the applicability to his pro- 
posals of Sir Richard Redmayne’s phrase, which Mr. Leslie Scott 
was quick to seize and to adopt as the title of his unspoken 
jeremiad—“aa leap in the dark.” 

But two all-important claims he may fairly make. Given the 
governing principles which he considers it essential to realise— 
State ownership and an administration in which the workers effec- 
tively participate—it would be hard to devise an abler or more 
practicable scheme. So far as it is possible to formulate on paper 
arrangements which will extract from these principles the maxi- 
mum of advantage and confine their possibilities of mischief to 
a minimum, Mr. Justice Sankey has done it. To this end, as to 
many others, the concentration of effective power in the District 
Councils is the essential means. Representation on a more or 
less sovereign District Council is likely to evoke in the miners a 
sense of real participation in the control of the industry, which 
representation on an active National Council would fail to do. 
On the other hand, if the Local Councils had been entrusted with 
executive powers, no limitation of the workers’ representation 
would prove an adequate safeguard against the dangers of indis- 
cipline and chaos, which have brought all experiments in self- 
governing workshops and Soviets into disrepute. From these 
dangers the District Mining Council, even if Labour obtains 
ultimately a controlling voice, should be free. The point is one 
of human psychology, the importance of which no observer of the 
widespread disillusionment with Parliamentary institutions can 
underrate. Somehow or other it comes about that Mr. Smillie is 
able to address the Prime Minister much as a popular tribune 
speaking to a non-popular potentate ; and, however much we may 
dislike it, we cannot ignore the fact that the paradox has reality 
behind it. But then it is revealed to a puzzled public that to the 
Yorkshire miners, in their piece-rate negotiations, the formidable 
Mr. Smillie can assume almost the aspect of an interfering out- 
sider, as contrasted with the representative figure of Mr. Herbert 
Smith. It is unlikely, on the other hand, that Mr. Herbert Smith 
would find his pre-eminence similarly disputed by the local official 
of some Yorkshire lodge. It is, indeed, significant that in the 
structure of their union, which has been evolved as the result of 
hard experience of problems not altogether dissimilar to those of 
the management of the industry, the miners for their part have 








270 THE ECONOMIC JOURNAL [SEPT. 


placed the main authority in the district organisation. In this 
respect at least Mr. Justice Sankey’s scheme is rooted both in 
human nature and experience. 

In the second place, Mr. Justice Sankey can claim that some 
change, as drastic as he proposes and every whit as much “a leap 
in the dark,” is essential to rescue the coal industry from an 
impasse which is steadily becoming more intolerable. Much was 
heard during the proceedings of the Coal Commission of the tech- 
nical inefficiencies of the. present system, and of the wastes which 
unification would eliminate. But graver considerations lie behind 
these charges of which everyone is aware, but of which there is 
a general reluctance to speak. Even in his Report Mr. Justice 
Sankey does not pursue them very far: “The relationship 
between the masters and men in most of the coalfields in the 
United Kingdom is unfortunately of such a character that it seems 
impossible to better it under the present system of ownership. 
Many of the workers think they are working for the capitalist, 
and a strike becomes a contest between capital and labour. . 
Half a century of education has produced in the workers in the 
coalfields far more than a desire for the material advantages of 
higher wages and shorter hours. They have now, in many cases 
and to an ever-increasing extent, a higher ambition of taking their 
due share and interest in the direction of the industry, to the 
success of which they, too, are contributing.” These remarks, 
however, touch in reality only the fringe of the problem. They 
apply, if in a somewhat lesser degree, to not a few other indus- 
tries. Their significance to the problems of the coal industry 
arises from two other facts special to the industry. 

The first is the enormous power of the miners to enforce 
whatever demands they are sufficiently united to press. Of this 
no proof to-day is needed, nor of the fact that it is the general 
community which has both to meet the demands when conceded 
and to suffer from the steps taken to enforce them. But though 
these are the realities of the situation, the forms are entirely 
different. It is the interests of the community that constitute 
the only appeal to which the miners can be expected to respond 
by moderating an unreasonable demand, or by abstaining from 
extreme measures. But neither have the miners any formal 
responsibility towards the community, nor is the community 
responsible to the miners for the conditions under which they 
work and live. Between them steps in a third party—the 
owners, with their special interests in the shape of profits, which 
Professor Scott curiously calls “a useful punching-ball,” but which 
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are the source of enormous confusion and exacerbation. Though 
it is the community who pay the piper in the long run, it is the 
owners who do so (under ordinary conditions) in the first instance ; 
and theirs is the right to call the tune. It is true that under the 
present abnormal conditions of control, when the community 
directly meets the demands of the miners out of the public 
exchequer, the procedure is simplified, and the Government deal 
direct with the Miners’ Federation. But in ordinary circum- 
stances they cannot do so. In the prolonged coal strike of 1912 
it was some time before the Government of the day felt in a 
position to intervene, and eventually it proved necessary for them 
to pass a special Act through Parliament to enforce a settlement. 
Such a method of dealing with some of our most important 
national affairs, with forms everywhere divorced from realities 
and power from responsibility, would be an extraordinary one, 
even if it worked well. It is now ceasing to work at all, and no 
satisfactory substitute for it can be found which does not involve 
the principle of State ownership. 

The second fact is of equal importance. When the hewer is 
not striking, but is at work, his output depends more perhaps than 
that of any other essential worker upon his own choice and good- 
will. The nature of his work rules out the degree of close per- 
sonal supervision possible in other occupations. There is no 
machine to set for him a pace to which willy-nilly he must 
respond. By long custom he is practically free to decide for him- 
self the number of days he will work in the week. It is true that 
he is paid on a piece-work basis; but he is safeguarded by a mini- 
mum time wage, which has now been increased to a level suffi- 
ciently high to prevent the piece-rates acting on a man who is 
in a disgruntled mood as a compelling inducement to exceptional 
exertions. Of this fact also we have sufficient evidence before us. 
It thus becomes the prime, the ineluctable condition of any 
scheme for the administration of the industry that it will offer a 
reasonable hope of enlisting the goodwill of the workers. 

Into the present impasse enters another factor of a different 
kind. Under war conditions, and partly it appears as the result 
of the diversion of many collieries from export to home trade, 
differences revealed themselves between the profits of different 
collieries, great enough to constitute a serious obstacle to price- 
control. The Coalmines Control Agreement, under which profits 
were partially pooled, was designed to overcome this difficulty. 
But the pooling was partial only ; for, although concerns making 
excess profits could retain only 5 per cent. of them for themselves, 
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the Treasury’s claim to 80 per cent. left available only 15 per 
cent. for the pool from which the Coal Controller had to make 
good the losses and provide the prescribed profit of the collieries 
which did not pay their way. The variations between collieries 
were enormous, ranging at one time, according to Sir Arthur 
Lowes Dickinson, from 6s. a ton profit to 6s. a ton loss; and it 
was still necessary accordingly to fix prices at a level, which 
yielded immense profits in the aggregate. Great play was made 
with this fact at the Coal Commission. The admission was ex- 
torted from Sir Arthur Lowes Dickinson that a 2s. 6d. increase 
in the price of coal would have been unnecessary if the pooling 
of profits had been complete; and, largely as the result of such 
considerations, the pooling arrangement was made complete with 
a vengeance by the Government’s acceptance of the first Sankey 
Report, by which profits were to be limited to a fixed rate of 
1s. 2d. a ton. It is on this basis that the price of coal is now 
determined. 

The situation which thus arises has two aspects. On the one 
hand the “financial incentive ” to the economical working of the 
collieries is, under the present conditions, entirely absent. It 
makes not the smallest difference to their owners at what cost 
per ton the coal is produced. But colliery directors are not public 
servants, with at least a formal obligation to be merciful to the 
Exchequer. It is inevitable, therefore, that the Government 
should in a necessarily haphazard manner attempt to supervise 
their expenditure, with results occasionally as unfortunate as 
those which followed their recent incursions into the mysteries 
of the Yorkshire piece-rates. It would be hard to imagine a less 
satisfactory system. But, on the other hand, so long as the 
existing differences continue between the profits obtained at the 
different collieries (and there is no reason to suppose that they 
are diminishing), it is impossible to restore to the existing colliery 
companies a financial incentive, much less their financial inde- 
pendence, without throwing further burdens on the now 
thoroughly aroused consumer. It must be many years before 
our output of coal becomes sufficient for us to acquiesce in the 
closing down of the mines which do not pay their way ; and there 
are, accordingly, no alternatives left but to pool profits or to fix 
prices at a point which will be remunerative to the least pros- 
perous concerns. If, under the partial pooling of the Coalmines 
Control Agreement, it was necessary to raise the price by 2s. 6d. 
per ton above the point which complete pooling would have 
required, it is plain that a reversion from complete pooling to the 
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pre-war condition of financial independence would necessitate an 
immediate advance in price of considerably more than 2s. 6d. 
Moreover, these extra half-crowns would, in the probable event 
of the demise of the Excess Profits Duty, flow exclusively into 
the pockets of the shareholders of the better situated mines. This 
must be the immediate effect. As to the ultimate effect, when the 
force of competition and the stimulus of financial gain had had 
time to work their charms, divergent prophecies are, of course, 
possible. But it is very doubtful whether any considerable sec- 
tion of the consuming public would be prepared, when it came 
to the point, to back their faith in private ownership at so high 
and so obvious a price. What the miners would do in such a 
contingency one prefers not to conjecture. 

It is in the light of all these difficulties that we must judge 
the alternatives submitted to Mr. Justice Sankey’s scheme. Its 
failure to deal in any way with this last dilemma would be 
perhaps sufficient by itself to rule out of court the Report signed 
by all but one of the employers’ representatives. These gentle- 
men make no suggestions for the unification of the different con- 
cerns; apparently they would wish them to remain financially 
independent, which in practice would probably mean that they 
would remain in indefinite subjection to the Coal Controller and 
the fixed 1s. 2d. profit. Nor have they much to contribute to 
the solution of the other difficulties. Mr. Justice Sankey’s system 
of National, District and Local Councils appears in their recom- 
mendations, but with the vital difference that none of them is to 
have any authority; they are simply to “discuss,” nor is it very 
clear what they are to discuss. It is not upon the lines of this 
Report that peace and prosperity will be brought back to the 
coalfields. 

Sir Arthur Duckham’s Report deserves more consideration. 
The difficulty arising from the variations in profit he would over- 
come by a compulsory amalgamation of the different concerns in 
each district into a Statutory Company. The affairs of each 
Statutory Company would be managed by a Board of Directors, 
numbering not less than seven, of whom “one should be elected 
by ballot of the agents, managers and under-managers, and two 
by ballot of the workpeople engaged in the area.” The remaining 
directors “should be appointed in the ordinary way by the share- 
holders.” The policy of this Board as regards prices and profits 
is to be governed by the familiar “gasworks clause.” Of profits 
in excess of 6 per cent., after an approved provision has been 
made for reserve, “one-third may be utilised for paying further 
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dividend on shares, but the other two-thirds must be used to 
reduce the price of coal.” A minimum dividend of 4 per cent. 
is to be guaranteed by the Government. Sir Arthur Duckham’s 
scheme provides, like Mr. Justice Sankey’s, for advisory Pit 
Committees and for a Ministry of Mines with various functions 
of “supervision and control.” It is indeed worth noting how 
many important features are common to the two schemes. The 
centre of gravity in both cases rests in the Area or District. The 
miners and also the managers are to have much the same pro- 
portionate representation on the governing body. The relations 
of the District Board or Council to the management of the 
individual mines and to the supervising Ministry would prove very 
similar. In both cases the virtues of unification within the 
district are secured; while as between districts a limited scope 
remains for the stimulus of competition. 

What, then, are the points of difference? That arising from 
the personnel of the District Board is probably not material. The 
profession of directorship in our modern society remains exclusive, 
but it is ceasing to be highly specialised. To enter its ranks is a 
privilege reserved for relatively few ; but those within them move 
from trade to trade with a growing freedom. Even to-day a large 
iron and steel or textile magnate who is also a colliery director 
excites no surprise. It is not to be supposed therefore that with 
a common element of labour and managerial representation the 
election by shareholders of the remaining members will result in 
a different kind of body to the appointment of persons, specifically 
to represent consumers (including the consuming industries). 
Such difference of personnel as there may be should certainly be 
in favour of Mr. Justice Sankey’s scheme. 

A much more important difference lies in the motives and 
obligations to which the same men will be subject. Under Sir 
Arthur Duckham’s scheme their primary object and duty will 
be to make a profit for the shareholders. Under Mr. Justice 
Sankey’s it will be to serve the public interests. It is in this 
difference that Sir Arthur Duckham, and most of those who prefer 
his scheme, would perhaps claim that its main superiority lies. 
So deep, indeed, has become our distrust of the motive of public 


service that such a view seems to many a natural one. But, 


indeed, nothing could be more paradoxical. For, after all, the 
object and justification of Sir Arthur Duckham’s scheme can only 
be that it will serve the public interest best. To set about this 
end by the extinction of the proprietors of the existing 1,600 
colliery concerns and their subsequent reincarnation as the share- 
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holders of some dozen or score of huge Statutory Companies, in 
the belief that only the obligation of lining with profits the pockets 
of innumerable private individuals to whom they have these arti- 
ficially created ties can evoke the highest efficiency and integrity 
in the directors and managers, is surely a masterpiece of indirec- 
tion and inconsequence. It is’ hard to recognise in this curious 
construction the heir and descendant of Adam Smith’s system of 
natural liberty. 

Much, doubtless, can be said for it. Apart from the question 
of financial incentive, which is certainly overstressed, profits fulfil 
a by no means negligible function. They constitute a single, 
definite criterion ; they supply at once a unity of aim and a means 
of measurement which simplify the whole problem of manage- 
ment. ‘To exchange this single criterion for the loftier but vaguer 
and more numerous objects which constitute the public welfare 
is to embark upon a sea of troubles; it becomes necessary to 
balance against one another considerations which in their nature 
are often imponderable ; and it is certainly possible that the results 
may be less satisfactory without any failure of goodwill or efficiency 
on the part of those responsible. Even so, to shirk the direct 
method of attacking the problem, because it raises difficulties of 
this type, and to prefer the roundabout and highly artificial pro- 
cess described above would surely imply, even if this were the 
only issue, an uncalled-for degree of cynicism and despair. But 
this issue does not stand alone. The fundamental test has still 
to be applied to Sir Arthur Duckham’s scheme—What prospects 
does it offer of reconciling the miners and winning their co-opera- 
tion? Here, beyond question, it compares unfavourably with that 
of Mr. Justice Sankey. Consider the position of the miners’ 
representatives on the District Board. If it may prove difficult 
for them, under Mr. Justice Sankey’s scheme, to work har- 
moniously with their colleagues and retain at the same time the 
confidence of their constituents, it will be infinitely more difficult 
for them seated on Sir Arthur Duckham’s Board in company 
with men to whom the obligations of private profit are avowedly 
to be supreme. The working miners for their part would retain 
the sense that they were toiling for private profit with all that 
this sense gives of irritation and irresponsibility. Negotiations 
between the miners and the public would still be obstructed by 
the interposition of a third party; their mutual responsibility 
would remain obscured, their relations perhaps aggravated by a 
notion of the possibility of an unholy alliance between the workers 
and the shareholders at the expense of the public. Nor are these 
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imaginary difficulties. The attitude of the miners’ leaders towards 
the two schemes may fairly be assumed to indicate that of the 
men they represent. 

What solid gains, then, has Sir Arthur Duckham to offer to 
counterbalance this enormous, if incalculable, loss? One thing 
he would probably count as a gain; certainly it is this that most 
appeals to many of those who support his scheme. The principle, 
the mere name of State ownership, would be avoided. No pre- 
cedent would be established, striking and dangerous, capable of 
application to other industries, offering an objective and rallying- 
point to those who are seeking to transform the whole structure 
of society. But to state this point of view is at the same time 
to state the objection to it. It smacks too much of ulterior 
motive, of manceuvre. And the problem of the coalmines has 
become far too acute to offer a chance of success to any policy 
so inspired. 

What, above all, is needed is a spirit of plain and open dealing, 
a spirit of statesmanship in the best sense of the term to solve 
what is essentially a problem of statesmanship. The great merit 
of Mr. Justice Sankey’s Report is that it is instinct with this 
spirit. The concessions which he makes to the principle of self- 
government in industry are moderate and cautious, but they are 
unmistakably straightforward and sincere ; so it is that they have 
secured the support of the miners’ leaders; and so it is that we 
may reasonably hope that they would evoke from the miners in 
their daily round a similar response. And, if by success and 
example these proposals should indeed serve to prepare the way 
for further developments; if they should prove the starting-point 
of a slow and ordered evolution by which the present industrial 
system is ultimately transformed into one in which self-govern- 
ment is the means, and the end is public service, who is there 
who is alive to the ferment of ideas raging throughout Europe, 
and to the deep-seated, irrepressible desires which these ideas seek 
to express, who is yet rash enough to count that a matter of 
reproach? Mr. Justice Sankey’s Report is confined to the prob- 
lem of the coalmines, as closely as was the celebrated Report of 
Lord Durham to the then dark and difficult problem of the 
governing of Canada. It may well be that it will eventually 
assume the same honoured place in an equally great tradition. 


H. D. HENDERSON 
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NOTE ON THE ECONOMICS OF THE POOLING OF PROFITS 


The remarks made above on this subject tacitly endorse a 
claim made by the advecates of nationalisation, which is of great 
economic interest. This’ claim, of which much was heard at the 
Coal Commission, is usually put somewhat as follows: that the 
surplus profits of the more remunerative mines could be used to 
pay for the losses of the poorer undertakings. In this statement 
of the claim the economist is apt to sniff a fundamental miscon- 
ception of the theory of rent; and it was in this spirit that Pro- 
fessor Cannan characteristically retorted in the course of his lively 
evidence : “To apply the surplus gained on the fertile mines as 
a subsidy for working some which it is not really worth the 
community’s while to work would be like applying the rents 
of lands in Middlesex to growing corn on the top of Ben Nevis 
or reclaiming the Goodwin sands.” These words, properly in- 
terpreted, are true ; but they are really irrelevant to the problems 
of the coal industry, and are certainly irrelevant under the con- 
ditions which are bound to prevail for some years to come. 

There is no coal at present being worked which “it is not 
really worth the community’s while to work.’’ The equation 
between utility, price and cost, which normal conditions are 
assumed to establish at the margin of production, no longer exists. 
The Government fix the price of coal at a level below the cost of 
production of many collieries, but still further below the marginal 
utility of the coal raised. An indication of the enormous differ- 
ence between price and marginal utility is afforded by the prices 
obtainable in the export trade. In the White Paper (Cd. 252), 
issued to justify the recent 6s. advance in the price of coal, the 
loss which is expected to result from the enforced reduction of 
exports is estimated at £1 per ton. In other words, we can sell 
coal abroad at a price of about £1 per ton in excess of what it 
costs us on the average to produce. The least remunerative 
colliery is certainly not working at a loss of anything like this 
magnitude. The truth is, of course, that coal is so indispensable 
a need of modern communities that the demand is exceedingly 
inelastic. Supply, under present conditions, is even more in- 
clastic ; and for the time being the two curves fail to meet. 

But in time it may perhaps be hoped, though certainly not 
for several years, that the output of coal will be capable of 
expansion to meet whatever the demand may be at the price-level 
that is fixed. We may assume that the policy of those in 
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authority under State ownership would be to fix prices at a level 
which would, over the aggregate of the collieries in a district, 
cover, but no more than cover, the costs of production (including, 
of course, the interest charges for the purchase of the mines). 
There would be many collieries whose costs of production would 
accordingly exceed the price obtained, while the price would then 
be a fair index of the marginal utility to the consumer. Some 
coal would thus certainly be produced at a cost greater than its 
utility to the individual purchaser. But it is very unlikely, 
even so, that it would not be “really worth the community’s 
while to work” this coal. For coal, as a basic commodity, yields 
to the community a “social surplus,” in excess of its utility to 
the consumer, which is great, if incalculable. Once more the 
export trade may serve to illustrate the point. One of the classic 
advantages of our export trade in coal is that it enables our ships 
to earn freights both ways, and so both promotes the prosperity 
of our shipping industry and reduces the freight charges on our 
essential imports. But it is not the export merchant or the 
foreign buyer of our coal who reaps this advantage, and it does 
not, therefore, enter into the marginal utility to the purchaser. 
It seems fair to assume that the “social surplus” arising in this 
and other ways will be sufficient to outweigh any apparent loss 
that is probable on the working of the less profitable mines. These 
points are illustrated diagrammatically below. 

But another aspect of Professor Cannan’s appeal to the theory 
of rent requires consideration. Would it not be better to transfer 
the capital and labour from the less remunerative mines and 
employ them in a more intensive working of those more remunera- 
tive; to produce, in other words, the same quantity of coal in 
the one case as in the other, but at a smaller total cost? Here, 
again, a special feature of the coal industry renders the point 
invalid. Coal is a wasting asset; and to close down the less 
remunerative mines would mean in most cases the permanent 
loss of their coal. Any tendency, therefore, which State owner- 
ship may have to continue the working of the poorer mines when 
private enterprise would shut them down is likely to prove 
immediately, it may be, to our disadvantage, but to our ultimate 
gain. a. D. &. 
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DraGRAM 1. 
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Diagram 1 represents the present conditions*of supply and demand, likely to 
prevail for some years. The supply curve SS’ stops short at S’, 
(1) In the absence of control, the price would settle at BM, yielding aggregate 
excess profits SS’BN. 
(2) Under price-control, without any pooling of profits, the price cannot be fixed 
below MS’, leaving excess profits SS’ V. 
(3) Under the partial pooling of the Coalmines Control Agreement, it was 
: 15 
necessary to fix a price MA, such that 00 SQR + S’QK, 
(4) Under the present system of complete pooling, the price can be fixed at ML, 


such that SPT'=S'PL. 
The diagram is constructed on the assumption that the present fixed profit of 
ls, 2d. per ton (which enters into the supply curve) roughly represents the pre-war 


profits, 
DIAGRAM 2. 
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Diagram 2 represents the conditions, when supply can again be expanded to 
meet demand. 

(1) Under the present system of private ownership, price would be A/P and 
produetion OM, 

(2) Under state ownership, the price would be fixed at AQ, so that SRL=TRQ. 
Output would be OK, and of this, MK would be produced at a cost exceeding its 
utility to the consumers. This excess is represented by area 7’PQ. A ‘‘ social 
surplus ” of not less than 7'/’Q is therefore necessary to justify the production of 


this coal. 











THE NORTH RUSSIAN CURRENCY 


Wuart follows is an attempt to describe the origin and opera- 
tion of the issue of the currency made in 1918, at the suggestion 
and with the co-operation of the British Treasury in London, by 
an appanage of that Russian Government which established itself 
in North Russia after the flight of the Bolshevik authorities from 
those parts. It must be prefaced by a summary of events 
affecting Russian currency up to the date of the first issue of the 
currency to be described. 

It is well known that Russian currency went through many 
vicissitudes during the nineteenth century, but when the war 
broke out in 1914 it was on a stable basis (judged by the standards 
then existing), a note issue of 1,663 million roubles being backed 
by a gold reserve of 1,603 million roubles, the State debt being 
at that time about 8,824 million roubles. The Tsar’s Government 
showed no courage in financial policy after the outbreak of war, 
with the result that at the beginning of 1917 not only had the 
State debt, quite naturally, increased to 33,580 million roubles, 
but the note circulation had risen to 9,103 million roubles against 
a gold reserve which had fallen to 1,175 million roubles. More- 
over, despite the liberality with which England provided the 
Russian Government with credit abroad, the rate of exchange 
on London had fallen from 9°57* roubles for one pound sterling 
(par being 9°45) to 17 roubles for £1 before the Tsar fell in 
March, 1917. The period between the first and second revolu- 
tions of 1917 was marked by the political predominance of the 
middle classes, a further inflation of the currency and great 
activity in speculation and company promotion—during these six 
months 640 new companies were registered compared with 399 
during the whole of 1913. As a result of Kerenski’s government, 
the rate of exchange had fallen from 17 roubles for £1 to 35. 

The coming into power of the Majority Social Democrats (the 
Bolsheviks) was followed by a repudiation of National Debt 
(except that coupons from certain Government bonds were taken 
as legal tender) and by a general nationalisation of industry and 


1 The exchange is taken throughout at the equivalent of £1, not on the 
old basis of the equivalent to £10. 
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public companies, including finally all the banks (with the excep- 
tion that after a week the Co-operative or Moscow Narodni Bank 
recovered, temporarily, its independence). By a decree of 
December 14th, 1917, all the private banks were nationalised, 
and the edifice of commercial credit and speculation, founded since 
1900 and developed in 1917, had collapsed. In addition, all 
private bank balances exceeding 10,000 roubles were confiscated, 
restrictions were placed on the cashing of cheques, and the 
national supply of cash became gradually concentrated in the 
hands of the peasants on the one side and those of the Bolshevik 
authorities on the other. These latter needed it all (the circula- 
tion was then probably about 20,000 million roubles), and in 
addition they set the printing presses more actively than ever to 
work, so that, as there was no decent system of taxation by which 
currency could be recovered, the note circulation had doubled 
again by June, 1918. The Bolshevik Government was not the 
only printer of notes unbacked by gold or credit. All over the 
country forgery became active, chiefly of the ridiculous “beer- 
labels ”»—20- and 40-rouble notes invented by the Kerenski 
Government. Even the old régime notes, in which the public 
maintained a touching confidence, represented by a market 
premium of about 123 per cent., were forged in the remote 
villages of the South and North (such as Shenkursk), as well as 
in the official printing presses of the great towns. Local issues 
of currency by branches of the former State Bank became fre- 
quent, and Archangel rejoiced in such an issue, called from their 
design “ Walruses.” Thus, in addition to the various issues of the 
Tsar régime, the 1,000- and 250-rouble notes issued by the Duma 
immediately after the Tssar’s fall, the Kerenski “beer-labels,” 
various issues of repudiated Treasury bills that had been created 
by pre-Bolshevik Governments, and Tsar postage-stamps declared 
legal tender by the Bolsheviks, the average Russian district also 
enjoyed a circulation of unpaid coupons, some distinctively local 
paper currency, and occasionally, as in Archangel, a Treasury bill 
issue of the local authorities might also be circulating as currency. 
Gold and silver had, of course, disappeared long ago, and T'sar 
notes, by the operation of the same law, were also hoarded. As 
a result a meatless lunch without alcohol cost 45 roubles, and in 
the case of certain articles, such as cigarettes and sugar, which 
were exceptionally scarce in certain areas, the prevalence of barter 
gave even more striking examples of the worthlessness of the 
currency system. Yet, for reasons to be described, 45 roubles were 
nominally equivalent to £1. 
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Such were the financial circumstances under which Allied 
military intervention in North Russia began in 1918. On June 
23rd an Allied force reached Murmansk, and on August 2nd 
Archangel was taken, and the Bolsheviks driven 100 miles south 
to about the positions they now occupy. The country was flooded 
with currency the purchasing power of which was barely 23d. 
per rouble, equal to an exchange of 96. But, owing to the collapse 
of banking and the prohibition by the Bolshevik Government of 
dealings in foreign exchange, it was hard for foreigners to pur- 
chase any large supply of actual roubles. Actual notes had, in 
fact, acquired a scarcity value in Russia and Scandinavia, of which 
speculators were quick to take advantage. In fact, when any 
considerable amount of roubles had to be purchased for the Allies 
as late as the summer of 1918 they cost about 41 to the pound or 
6d. each, though their true purchasing power was 24d. each at 
the most. 

The Allied forces taking part in the military intervention were 
under purely British command, and first at Murmansk, then at 
Archangel, needed Russian currency for local payments for goods 
and services. First at Murmansk, then at Archangel, there were 
local Russian authorities friendly to the Allies and opposed to 
the Bolsheviks. For political reasons it seemed right that these 
local Russian authorities should be treated sympathetically, and it 
was further decided in London that the military authorities should 
pay their way as they went, thus providing a desirable contrast 
to German methods in the Ukraine. 

Against this need of the Allied military authorities for Russian 
money wherewith to buy local goods and services, the Russians 
in the particular areas affected needed foreign money wherewith 
to buy food and clothing for the winter, which they could not 
obtain from the other parts of Russia from which they had 
separated themselves by a fighting front, and could not anyhow 
have hoped to obtain owing to the breakdown of communication 
by railway and river. 

Under these circumstances a request was made by the British 
military authorities on July 9th, 1918, that notes, in various 
rouble denominations, should be printed in England. The idea 
was that these notes should be handed to the local Russian authori- 
ties who would use them to pay their expenses (for, like the 
Bolsheviks, they lacked adequate revenue from taxation). The 
notes would be given a value by a declaration by General Poole 
that the foodstuffs imported from abroad would be sold in return 
for the new notes. Thus, broadly, the Allies would have obtained 
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these new notes for the goods they sent to Russia, and could have 
used the new notes for the expenses made necessary by their 
military policy. It is probable that difficulties would have arisen 
in getting these notes quickly enough into circulation. The 
British authorities would have had to borrow or purchase them, 
to start with, from the Russian authorities, and the workmen who 
received them might have been suspicious, with reason, of their 
value until their power to purchase the imported supplies had 
been proved. However, the proposal did not seem quite un- 
reasonable, and the printing of notes, of a Russian appearance 
and surcharged “Northern Russia,” was accordingly begun in 
England in July, 1918. 

At the same time as the slender Allied forces were engaged in 
forcing the entrance to Archangel a revolution was taking place 
(August 1st) in the town itself. As a result a Government was 
set up consisting chiefly of Socialists other than Bolsheviks drawn 
from various parts of Russia, and this Government immediately 
engaged in informal conversations with the representatives of the 
_ Allied Powers. The political character of this Government was 

subsequently modified, but relations of this sort have been main- 
tained ever since. A week after the landing the Russian authori- 
ties had initiated financial discussions with the Allies. Of course, 
they wanted help, and help in a scheme by which they could 
issue one more set of roubles without control. What they wanted, 
therefore, was an Allied “guarantee,” against which they were 
prepared to offer security in the shape of concessions to exploit 
some of the forests which abound in Northern Russia. The 
“ouarantee” was to take the form of a promise by the Allies 
that the roubles to be issued would be as good as any “All- 
Russian” roubles. The scheme was unworkable and was rejected 
by the Allies; it is referred to as an example of the sort of thing 
Russians were thinking about their own currency. Another school 
advocated the establishment of an Allied bank with the right of 
issuing notes. The local Russian Government played with these 
ideas, but its only practical act was to issue “confidence bonds,” 
which were subscribed chiefly with cheques of questionable worth 
and the whole issue was immediately declared legal tender. Sub- 
sequent issues were made without going through the formality 
of asking for subscriptions of any sort. 

Thus from August 2nd, when Archangel was captured, to 
September 11th the Allied authorities, ill-supplied with Russian 
currency (large quantities of which had been stolen by the Bol- 
sheviks in their flight on August 2nd), were making unavailing 
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efforts to obtain it from bankrupt banks and living in hope of 
the new notes. At that time trade in the district (including the 
sale of imports) was held up owing to the doubtful value and bad 
distribution of what currency there was—for the peasants, who 
held plenty of money, wanted machinery, etc., which was not 
yet available—and the Russian Government employees, including 
the workers on the Murmansk and Archangel railways and at 
the ports, went without wages. Cash could with difficulty be 
obtained from banks, even against a cheque on London, and for 
these the rate of exchange was fixed by local speculators and 
politicians at 45 roubles for £1, though the real purchasing power 
of the rouble was depreciating daily. On September 11th a 
telegram was received in Archangel giving details of the scheme 
suggested by Mr. Keynes of the Treasury for using the notes 
which were being printed in London as described above. 

The scheme as finally adopted was as follows :— 

An Emission Caisse was set up in Archangel, the first Presi- 
dent of which was an Englishman. The Caisse is an appanage 
of the North Russian Government and can become the appanage 
of any Russian Government recognised by the Allies. It has the 
power to issue notes in a certain definite way, namely, against 
pounds sterling deposited at the Bank of England, but up to 
25 per cent. of the total amount issued at any one time may be 
based not on sterling, but on the Treasury bills, or promises to 
pay, of the local Russian Government. The British Government 
guarantees that the reserve accumulated at the Bank of England 
is the inalienable property of the Emission Caisse (not of the 
Russian Government); in other words, it is the property of the 
note-holders. The notes are issued at the rate of 40 roubles for 
£1, and the Emission Caisse undertakes to reconvert any of its 
notes into sterling at the same rate of exchange. A statement to 
this effect is printed on the notes themselves ; it is an undertaking 
of the Emission Caisse, based on what banking experience has 
proved to be safe, and involves no guarantee or liability by the 
British or Russian Government, though it is stated on the notes 
that they are secured by the property of ‘‘the Russian country.” 
The revenue of the Caisse is derived from the interest received on 
its balances in London which can be lent out at short notice 
without endangering the convertibility of the note; for when the 
notes are presented at Archangel for conversion, the holder is 
only entitled by law to receive a cheque on the Bank of England 
for the sterling equivalent, and a telegram can be dispatched to 
frrive in London before the cheque is presented. At present the 
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balance at the Bank of England is treated as “foreign money ” 
and receives 4} per cent. 

Although the scheme seemed peculiarly advantageous to North 
Russia, in that it circulated there good money based on the 
economically profitless military expenditure of the Allies, it met 
at first with almost universal opposition. The Russians did not 
understand it and mistrusted it on general principles. They were 
particularly frightened of doing anything which their anti- 
Bolshevik colleagues of the Koltchak and Alexeieff (Denikin) 
parties might interpret as depreciating the All-Russia rouble. 
The scheme originally provided for the Emission Caisse issuing 
new roubles in return for old roubles at the rate of four new for 
five old—the old roubles being subsequently bought for sterling 
by His Majesty’s Government for use in Siberia. Though this 
part of the plan was not proceeded with, it encouraged the sus- 
picion referred to above. The American and French Governments 
were suspicious of the scheme on the grounds that it gave England 
an advantage such as it enjoys in Indian currency matters (this 
seems true), and they also objected to anything which might 
depreciate the value of old All-Russia roubles in which earlier 
Russian debts to them (and to us) were expressed. Similar objec- 
tions were also raised in England by various Anglo-Russian 
groups. Printing in England was delayed by shortage of labour, 
and the first batch of notes were unfortunately printed without 
all of the old Tsarist emblems of their models having been 
deleted. 

But the scheme was at last, on November 11th, successfully 
established. It was brilliantly conceived, and soundly too. The 
rate of 40 to £1 was chosen because the current rate in Archangel 
was 45-48, and the new notes could thus be started on a basis 
comparable to that already existing. Thus when the new roubles 
were first used to pay wages, workmen could, to start with, be 
given about the same number of roubles as before, and not much 
was thereby lost to His Majesty’s Government before wages could 
be reduced to correspond with the greater purchasing power of 
the new roubles. Moreover, the goods of prime necessity to the 
district were imported from abroad and were being sold by the 
British Supply Mission, who could thus at once establish the 
difference between old and new roubles by selling, for example, 
an article worth £1 for 48 old roubles or 40 new. 

But, in particular, the British were responsible for the expedi- 
tion, including its finances, and they had their notes ready 
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printed. Thus the Treasury at home could urge arguments of 
necessity and the absence of alternatives against the opposition 
of the French and American Governments, who were finally con- 
vinced of the sincerity of our motives. 

On the spot Mr. Lindley’s Mission undertook the similar task 
of reassuring the French and American Ambassadors, and 
Generals Poole, Maynard, and later General Ironside, were always 
sympathetic towards the efforts of Mr. E. M. Harvey and the 
present writer. Mr. Harvey did not land in Archangel till 
October 24th, but he found a reasonable amount of groundwork 
had been done for him, and meeting at least one familiar face, 
the unfamiliarity of his surroundings was accordingly reduced. 
Thus he was able at once to take up his work as first President 
of the Emission Caisse when its “fundamental principles” were 
gazetted on November 11th. 

For the next five months Mr. Harvey remained as President 
of the Caisse, and was able to make the scheme, within that time, 
a definite practical success. The obstacles were not small. Apart 
from the atmosphere of hostility in which the new notes made 
their appearance, there were many practical difficulties. The 
closing ice contributed to cause delays in the delivery of notes, 
and much of the earlier supply was absorbed by the desolate and 
undeveloped Murmansk district, in which currency experiments 
seemed even less hopeful than on the eastern side of the White 
Sea. Mr. Harvey, however, was able to win the support of the 
local French and American representatives, to thwart as far as 
possible opposition among those who controlled local finance and 
the State Bank, and finally left the Caisse to his successor 
in sound working order. His Majesty’s Government had agreed 
to purchase for sterling 100 millions of the new roubles during 
the first four months. These were handed to the British military 
authorities for their needs. By February, 1919, even the peasants 
could be seen making the proper distinction between the value of 
old and the new roubles, and the shops in Archangel were quickly 
doing the same. Deprived of the unnatural support which the 
Allies had been forced by speculators to give it, the old rouble 
began to find its true level. By December, 1918, the exchange 
rate was 60 in Stockholm ; by June, 1919, it had reached 80 (or 
3d.) in Archangel and in Siberia 160 (or 13d.). The population 
of North Russia became the holders of over 100 million roubles 
of good money, and the Allies were paying their way as easily as 
a similar army on manoeuvres in England. English (or French 
or American) merchants who wish to buy goods in North Russia 
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can obtain the necessary currency in Archangel by paying the 
sterling equivalent to the Bank of England. Those who wish to 
sell goods in North Russia can, by insisting on payment in new 
roubles, be sure of remitting the money here through the Caisse 
without fear of loss on exchange. It is a matter of recent experi- 
ence as well as common knowledge that the lack of such a stable 
currency makes it almost impossible to trade with South Russia, 
and no doubt with similar areas elsewhere. Moreover, the 25 per 
cent. of the issue which is allowed by law to be fiduciary provides a 
means of financing a Russian Government, which recognises its 
lawful obligations, to an extent which is not unreasonable, and 
which at the same time involves the Allies in no expenditure 
whatever. 

Small as the experiment of the North Russian currency may 
seem, it is the only scheme that has actually been put into opera- 
tion with the object of giving to an economically distressed area 
a stable currency available for foreign payments. Its success 
may well have been due not only to its relative smallness, but to 
certain specially favourable conditions. The existence of an 
expensive military expedition in North Russia made it possible 
for the British Government to give the scheme an excellent start 
by purchasing with sterling a good quantity of the new currency 
without this operation costing more than the expedition (decided 
on for political reasons) would anyhow have been costing. The 
dependence, too, of the district on imported goods for the necessi- 
ties of life made it easy for those who controlled those goods to 
control the currency. Finally, while it appears, from what took 
place, that the scheme could hardly have been put into force as 
an Inter-Allied scheme, only the fact that the British were 
responsible for the whole Allied military expedition, which was 
at one time seriously threatened with something like disaster by 
currency difficulties, enabled the British Government to overcome 
the first opposition of its Allies. 

The Russians seemed to Englishmen on the spot, at the time, 
peculiarly foolish from their failure to appreciate the advantages 
conferred on them by the scheme. But in considering the 
applicability of the scheme, or something like it, to districts which 
may be in a similar position, one perhaps must bear in mind that 
ignorance of economics and a reluctance to do anything which 
might in any way tend, or appear to tend, towards depreciating 
the existing currency may (except among debtors) be found in 
other places besides North Russia. It should also be observed 
that the local Russian Government was not merely provincial, but 
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contained anti-Bolsheviks from all parts of Russia, and was 
regularly in touch with Admiral Koltchak, M. Tereschenko, and 
others. 

The advantages secured by this scheme, which has made a 
very important difference to the trade and general prosperity of 
North Russia. as well as to the power of the Allies in that region, 
are those which one would expect to attach to the reappearance, 
after an interval, of a stable currency. But that is all it comes 
to; while there is no risk of loss under this scheme, there is no 
chance of gain by acquisition of the currency in exchange for 
exports or foreign credits. The North Russian rouble is worth 
6d. (whatever 6d. is worth) and can never in all human prob- 
ability be worth anything else. Therefore the North Russian 
scheme does not recommend itself for wider use in the eyes of 
those who think that an appreciating currency is one of the 
greatest factors in causing the recovery of a distressed country. 
It has also been objected by an eminent Russian financial expert, 
among others, that while the scheme is well adapted for the re- 
establishment and promotion of Russia’s international trade, it 
is of relatively little use for internal trade; to which it might be 
replied that in the areas now devastated, international trade is 
the first thing necessary to reconstruction. In any consideration 
of the possible adaptation of the North Russian currency scheme 
to other districts, there are four further points which cannot be 
ignored. First, if notes are to be secure against forgery (the 
North Russian notes are very sound in this respect) they will take 
many months to print, and the printing will cost at least 1 per 
cent. on their nominal value, or about 24 for each actual 
note, apart from the costs of shipping, insurance, etc. Second, 
the fiduciary portion of the North Russian issue, as stated above, 
can only amount to 25 per cent. of the total outstanding at 
any one time, the remaining 75 per cent. being based on the 
reserve at the Bank of England. Seventy-five per cent. is a 
higher proportion than safety requires a reserve to reach, 
though it is probably inadvisable to encourage persons of a 
temperament anything like the Russian to base their ideas of 
safety on any lower proportion. But this figure gives a margin 
for expansion if necessary. Third, the Bank of England 
cannot indefinitely increase its foreign liabilities, such as a reserve 
held as the inalienable property of a foreign Emission Caisse, 
without very serious consideration of the international financial 
situation as a whole, and in particular of the prospective balance 
of trade between England and the country in which the notes are 
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issued. Fourthly and finally, the North Russian note issue does 
not provide (nor impede the provision of) a means of settling in 
roubles Russia’s indebtedness to foreign countries as it stood before 
the Bolshevik Government obtained control of the machinery of 
currency. But whatever the limitations of the scheme may be, 
it is one which must and does command the admiration of those 
who, far from London where it was devised, have had the privilege 
of initiating and operating it. 
D. Sprina RIcE 


July, 1919. 











THE INDUSTRIAL SITUATION. 


WE find to-day two irreconcilable points of view with regard 
to the industrial situation. We have the point of view voiced by 
Mr. Arthur Henderson, that Capitalism and private enterprise 
have proved a complete failure, and we have the view of almost 
the entire business world, that if Capitalism has its drawbacks, it 
is yet a system which we cannot even hope to dispense with. 

The apologist for our existing order, if he confines himself to 
one aspect of things, has a sufficiently easy task. Individual 
enterprise on the competitive system in one respect has not proved 
a failure—it has been a brilliant success. It has achieved marvels 
of organisation, performed miracles of production. Every element 
of the physical universe has been conquered, no obstacle presented 
by Nature has ever daunted the genius of the industrial climber. 
The impossibilities of one generation become the common-place 
realities of the next. The only failure that can be charged to 
the account of private enterprise was its inability to cope with 
the requirements of the European War. But this proves too 
much, and social reformers should be wary of pressing the point. 
If private enterprise proved itself inadequate, so did Trade Union 
regulations, voluntary military enlistment, and finally personal 
liberty in almost every detail of life. The failure of Capitalism 
in this connection is nothing to its discredit. 

The apologist of private enterprise might carry the war further 
into the enemy’s camp. He might argue that it was the business 
of industry to organise for peace, not for war; that war was 
economically unsound, and that the enormous achievements of 
war industries under Government control could have no permanent 
foundations. These, however, are side issues. It remains incon- 
testable that in regard to material results private enterprise as a 
system is almost invulnerable. Its failure is on the human side. 
The world is full of wealth and beauty, of the opportunity for 
leisure, health and enjoyment. Yet each member of the army of 
producers is doomed to a life of monotonous toil in ugly surround- 
ings, for so inadequate a reward, that all are standing up to-day 
as one man to condemn the system. 

The most disheartening feature of the industrial struggle is 





























SEPT., 1919] THE INDUSTRIAL SITUATION 291 


the fact that the two opposing parties do not seem to meet at 
any point. Each seems entrenched behind the ramparts of its 
own prejudice. The adherent of the old order sees nothing but 
an admirable system which it would be futile to disturb; the 
reformer can see nothing but injustice so intolerable as to call for 
the wholesale destruction of the entire social order. In his view 
the poisonous power of Capital bulks so large, that the single 
word ‘‘ Capitalism ’’ is used to sum up all the intricacies, social 
and industrial, of our world, in one sweeping term of condemna- 
tion. And everyone who approves of, or profits by, the existing 
system belongs to the capitalist or to the middle classes. No 
very exact definition is given of the latter term, but it quite 
adequately covers all the persons who look at industrial questions 
from one particular angle, who share the belief that the division 
of classes as it exists to-day, is natural, fundamental, and inevi- 
table. The plain man of the middle class seldom finds it 
necessary to justify his position, since he rarely meets anyone 
who will question it. The facts are there, patent and incon- 
testable. Here are the upper and middle classes—persons of 
position, education, knowledge, and capacity. It is natural that 
they should possess wealth and leisure, and the opportunities to 
acquire more wealth and additional leisure. And there are the 
people—the hewers of wood and drawers of water. It is natural 
that they should earn, by hewing and drawing, enough to keep 
themselves and their families in being. It is perhaps regret- 
table that they cannot share in the advantages of wealth, leisure, 
and opportunity, and anything that can be done to alleviate their 
lot—anything in reason—should undoubtedly be done. But, of 
course, their poverty, besides being natural (have we not the best 
authority for the statement that the poor are always with us) is 
really their own fault. Every employer knows that there is 
ample opportunity in his service for the steady, capable, hard- 
working man to rise. He can never get enough competent over- 
lookers and foremen. If a man remains at the bottom of the 
ladder, clearly it is because he does not deserve promotion. And 
there is no finality either about being a foreman. Has not every 
private the Marshal’s baton in his knapsack, and did not he 
himself begin . . . etc., etc. 

Within the limits of this class, there is a wide range and con- 
siderable diversity. We find at one end of the scale the elderly 
millowner who will not hear of any change—‘‘ Rank Socialism, sir, 
rank Socialism, rather than allow that I’d close my mill ’’ ; at the 
other end, the progressive young employer who welcomes welfare 
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workers and Whitley Councils, and deals frankly and honestly 
with the officials of his men’s Union. But even between these 
two extremes, there is no difference in standpoint, for all subscribe 
to the view that whatever you may do with the details, the 
ground plan of industry must remain what it is to-day. If they 
were inclined to. philosophise, they would probably say that it 
had developed by inherent necessity from the nature of men and 
things. 

Where the middle-class man sees a necessity so fundamental 
that it is hardly worth while to waste regrets on it, the intelligent 
working man and his advocates see nothing but a deliberate 
system of expropriation. Capitalism means purely and simply 
the exploitation of the wage earner. One of the ablest exponents 
of the new ideals always refers to the workers as the ‘‘ dis- 
possessed.’”’ The worker is frankly and uncompromisingly 
Marxian. All wealth is the produce of labour, and the reward 
of labour is withheld from the working man by the tyranny and 
rapacity of the employer, who somehow has possessed himself of 
the instruments of production, and thus gained the power which 
he wields so unscrupulously. Precisely how the employer has 
acquired these instruments, our reformers do not trouble to 
enquire (for they do not search after origins much more indus- 
triously than their middle-class counterparts), but as these instru- 
ments were also produced in the first place by labour, so in equity 
they too belong to the worker, or, at any rate, to a succeeding 
generation of workers. By labour the Marxian meant manual 
labour pure and simple, but the Trade Unionist of to-day has 
travelled beyond that standpoint. The latest manifestoes are 
addressed to all ‘‘ workers by hand or brain,’’ and it is probably 
not suspected how much has been given away by the addition of 
the last two words. Mr. Orage, in his description of Guild 
Socialism, makes it clear that he admits brain-workers to salvation, 
and incidentally deplores—and wonders—that the brain-worker 
employee generally allies himself with the capitalist.‘ Actually 
the brain-worker is often not only allied but identified with the 
capitalist. One might imagine, from the writings of some 
reformers, that our industrial concerns sprang into existence 
ready-made to’the last shaft and pulley, and that the capitalist 
thereupon supervened and took command. In the early days of 


1 Mr. G. D. H. Cole (Labour in the Commonwealth) maintains that the 
brain-workers’ real interest lies with Labour rather than with Capital, and urges 
them to shake themselves free of their gilded chains, and throw in their lot 


with Labour. 
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every concern, the founder who began in a small way was often 
the only brain-worker, the owner of the brain which designed the 
whole edifice. In larger industrial undertakings, the brain- 
worker frequently either has a share, or aims at obtaining one. 
In any case, he hopes to make a much better position for himself 
than any that labour has hitherto been able to secure, or—he 
shrewdly suspects—might be willing to concede him, if it had the 
deciding voice. 

The question for the impartial person to-day, the problem 
which must be solved unless civilisation is to perish, is how to 
bridge the gulf between two irreconcilable positions, how to keep 
what is of value in the old order, while making room for the new. 

The first essential is the abolition of destitution and of great 
fortunes ; there can be no toleration of the existing extremes of 
poverty and wealth. We must disabuse our minds once and for 
all of the idea of regrettable necessities. Industrial conditions 
are of our own making, and there are no necessary evils. Our 
productive powers, in this twentieth century, are sufficient to 
provide much more than the mere necessaries of life for every 
man, woman, and child in the country. Further, these can be 
provided without exhausting hours of work, and without the 
labour of children.’ Then Society and Industry must be so 
organised that every man, woman, and child shall have more than 
the necessaries of life, that none shall work to the detriment of 
physical, mental, or moral welfare, or be haunted by the fear of 
unemployment. It is a matter of organisation, and the organisa- 
tion must be forthcoming. If Communism alone could achieve 
these modest ends, then it must be Communism. Long ago, John 


Stuart Mill came to this conclusion : 


“Tf, therefore, the choice were to be made between Communism, with all 


its chances, and the present state of Society, wits all its sufferings and 


. if this or Communism were the alternative, all the diffi- 


injustices . . 
972 


culties, great or small, of Communism would be as dust in the balance. 


Mill, however, was not of the opinion that this drastic remedy 
for the evils of our social system was the only possible one, and 


1 It would be laughable if it were not pitiable to hear the old arguments 
on these questions repeated by one generation of employers after another. The 
industrialists of the early nineteenth century succeeded in convincing themselves 
and others that their trade (and incidentally the country) would be ruined if 
they were not allowed to employ children under eight years of age for twelve 
or fourteen hours a day. In 1916 the worsted spinners and manufacturers of 
Bradford persuaded the Education Committee temporarily to reduce the school- 
leaving (and factory-entering) age from fourteen to thirteen, in order to enable 
their export trade, so essential to the finances of the country, to carry on. 

2 Principles of Political Economy, Bk. I1., Chap. I., Par. 3. 
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he contended that the régime of individual property, as it might 
be made, would be preferable to the dead level of Communism. 
All the instincts of the educated person have a trick of recoiling 
from the dreary prospect. Even the theorist who believes that 
he has ceased all truck with the system he condemns, sometimes 
comes to a point where he parts company with his Socialist 
friends. Mr. Bertrand Russell, for instance, who condemns 
Capitalism root and branch, would rather adhere to the old wicked 
system than submit to a form of State control which might 
destroy the initiative of the artist and the poet." But he con- 
cludes that we need not put up with State Socialism, we can 
adopt Guild Socialism, and save our artistic souls. Many a rich 
young man who would enter the Kingdom of Heaven, is torn by 
conflicting emotions. He looks with agonies of anxiety at the 
achievements of civilisation, and asks if a new system will not 
endanger all that makes our lives worth living—art, letters, and 
learning, education and gentle manners, beauty and the appre- 
ciation of beauty in every form. The consistent Marxian is not 
troubled with any such doubts, or restrained by any such scruples. 
And he is perfectly justified, for all these delights the working 
population—that is, the majority of mankind—have never had 
the least opportunity of enjoying. It is immaterial if they go— 
‘the worker has nothing to lose but his chains.”’ 

A more moderate reformer recently stated * that the system of 
private enterprise, though wrong, had ‘‘ been created consti- 
tutionally,’’ and ‘‘ could only be improved in a constitutional 
manner.’”’ We might go farther, and admit that the system had 
developed on lines suited to the progress of industry in that age ; 
that incidentally it had rendered service to mankind, and that 
only because it rendered service, did the system develop and sur- 
vive. The political economist of the old school very naively 
explained that our industrial system was so admirably adjusted 
to its ends that by serving his own interest, the merchant or 
manufacturer, or what not, incidentally (if unconsciously) served 
the best interests of the community and vice versa. This was the 
kernel of the theory of free competition, and the survival of the 
fittest in the realm of industry. We have lost these early 
illusions. We must, however, maintain that the capitalist system 
of private enterprise has rendered, and still renders, certain 
services. The running of an industrial concern, still more the 

1 Loads to Freedom, by the Hon. Bertrand Russell. 


% Mr. Sexton, Labour M.P. for St. Helens, in support of the Amendment to 
the Address in reply to the King’s Speech, House of Commons, February 13th, 
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starting of it, involves an act of creation. Every concern existed 
in the brain of its founder as a scheme, a hope, an ambition, a 
dream before—perhaps long before—it was realised. None has 
sprung spontaneously into existence. When ‘‘ A”’ starts a small 
works with his savings, when he hires a shed, purchases a few 
machines, engages a few workmen, draws up a scheme of work, 
perhaps adapts existing machinery or devises a new process, and 
finds a market for the product, he does actually bring into 
existence something which was not there before, and of which 
the world is in most cases very glad to avail itself. When Mr. 
Cole takes our industrial system as it exists to-day, and analyses 
it into (1) manual workers, (2) technical workers, and (3) fore- 
men, or manipulators of men, all equally ‘‘ dispossessed ’’ by the 
employer, and assumes that all would get on equally well without 
him, he appears to leave out two elements, the creative and the 
synthetic forces, which first brought the concern into existence, 
and made and make it a workable whole. 

The main service which the capitalist has rendered has been 
the building up of values. The ‘“‘abstinence’’ of the rich 
employer has been very much derided, and in vain economists 
have pointed out that by abstinence they did not mean abstemious- 
ness. It is no doubt easy enough to “‘ abstain’’ from consuming, 
when one has a considerable surplus to abstain with. It may 
involve no sacrifice, and there may be nothing in it morally 
creditable to the capitalist. Nevertheless, this despised abstention 
has made possible a considerable amount of planning, organising, 
and extending, and the capitalist has rendered actual service by 
so doing. If he had not done it, it would not have been done. 
There is no denying that, faulty as our arrangements are, a 
highly developed commercial community possesses much wealth 
useful for productive purposes, which a country less capital- 
istically developed does not possess. 

We can admit all the considerations for the capitalist employer, 
and admit them to the hilt, without in the least prejudging the 
case in his favour. It does not follow either that the capitalist 
may not be getting—may not at all times have got—far more than 
adequate reward for the services rendered, or that he may not 
have fulfilled his part, that we may not have reached a stage in 
our development where he has no further services to render, and 
can be dispensed with. 

The principal objection to the remuneration of the employer 
under a system of private enterprise, is that profits are often so 
very much out of proportion to the services rendered. There are 
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normally three ways in which a capitalist can amass a very large 
fortune—we are not speaking now of the earning of a moderate 
income. He may exploit his employees, or he may fleece the 
public, or he may actually offer the community something which 
no one else can offer, and for which the community is therefore 
glad to pay his price. The majority who get very rich, obviously 
would not do so if they paid higher wages to their workpeople, 
or charged lower prices to their customers. They might pay 
higher wages and charge lower prices, and content themselves 
with a more moderate profit. Where competition is keen this 
actually happens, and the public is well served, but the tendency 
to increased combination among employers is against the public 
in this respect. 

A man may render service to the community and at the same 
time build up a very large fortune by means of improved methods 
of working, by the utilisation of a waste product, or by the intro- 
duction of some new device which the public is willing to pay 
for. But even if the public benefits by his improvement, it is 
difficult to estimate the exact value of the capitalist’s services, 
and to see why he should be entitled to the whole of the return 
that he is able to obtain. The benefit which he confers may serve 
to obscure the fact that he is definitely levying a tax on society. 
Nevertheless the tax is a real one, the lowering of the price of the 
article sold might be a public boon, and there is obviously a limit to 
the remuneration which even genius should be allowed to 
command. When there is no unusual service rendered, no new 
method or process invented, no utilisation of waste products intro- 
duced, large profits can clearly be made only at the expense either 
of the employees or the consumer, or both. 

As soon, however, as we leave the solid ground afforded by 
the old theory that the capitalist employer is entitled to whatever 
profits he can wring out of an unresisting public, we are left 
without any basis for the settling of his remuneration. We are 
up against the further difficulty that the employer will never, if 
he can avoid it, disclose what his profits are, or what relation 
they bear to his expenses. The law which ordains that a 
limited liability company must publish its accounts, would gain 
greatly in value if it stipulated that the accounts should be pub- 
lished in an intelligible form, should reveal what the company 
paid in wages, and how many employees shared these wages 
between them. 

The employer will never lay his cards on the table. The 
obvious conclusion is either that he feels that his profits are 
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greater than his deserts, or that he fears other people may think 
so. He explains this to himself, and, if need be, to others, 
by dwelling on his past sacrifices, on the risk he has taken and 
still takes, on the losses he suffered in building up the business, 
for which he is entitled to recoup himself. All this is quite true 
and legitimate ; but even so, the cards are not on the table, and 
it is difficult for the businéss man to be really honest with himself. 
At which point, losses having been made good, does he think it 
incumbent on him to cease making the largest profits obtainable? 
At what stage in his career does he conclude that having obtained 
a competence, he might begin to practise virtue? And exactly 
how does he, or, for the matter of that, how can we arrive at a 
just estimate of his value to the community? The founders of 
Chairs in our Universities expect to command the services of the 
very finest intellects for £1,000 a year or less, but a Yorkshire manu- 
facturer of small beginnings and no education, will not necessarily 
think himself sufficiently remunerated by ten times that figure. 

But the capitalist system, like the Thesis of a Hegelian 
trilogy, has brought with it its own corrective. Capitalism has 
called into existence the Trade Union movement. Day by day 
the Unions increase in power and influence, and practically every 
step in their progress is conditioned by some inhumanity, some 
stupidity, at the best some short-sighted blunder, on the part of 
the employer. An impartial observer of the world of industry 
cannot fail to be reminded of the old adage, that whom the gods 
wish to destroy they afflict with madness. Nothing short of mad- 
ness can excuse the employers, in the light of their own interests. 
The Times stated, some time ago, with a fine show of impartiality, 
that if we had had no bad employers, we should never have had 
militant Trade Unions. The statement, of course, was tinged 
with regret. But the social reformer naturally shudders at the idea 
of a world regulated by the fiat of a set of perfectly benevolent 
employers. 

In his Union the working man has learnt lessons of self- 
restraint, of self-government, and of sacrifice for the common good 
that he could never otherwise have had an opportunity of 
acquiring. His Union is his great education. The rise of the 
Trade Union movement, its splendid-idealism, its appeal to the 
unselfishness and public spirit of its members, no less than its 
material achievements, stand out like a great romance in the 
sordid annals of our industrial life. 

The system, of course, is not perfect. Mr. Cole is inclined 
to find the Unions too conservative, and somewhat lacking in 
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imagination.” Organised working men have obtained a status, 
even if a poor one; below them is the abyss, into which at all 
costs they do not want to fall. Therefore they are not so anxious 
as a more drastic reformer could wish for wholesale changes in 
our industrial organisation. 

The main weakness of the Trade Union is the tendency for 
the centralised government to lose touch with the rank and file. 
The successful Labour leader, especially after some years of 
Parliamentary experience, is liable to lose favour with his Union. 
He has ceased to be quite as drastic, at any rate with regard to 
immediate action, as some of his constituents. Mr. Bertrand 
Russell puts this down to the ‘‘ subtle and almost unconscious 
influence of educated men,’’ which “‘ is apt to sap revolutionary 
ardour, producing doubt and uncertainty instead of the swift, 
simple assurance by which victory might have been won.’’? It 
is only necessary to read the criticisms of, say, The Call, or listen 
to the comments of some rank-and-file Socialist on the ‘‘ top- 
hatted and black-coated gentlemen ’’ whom he has helped to send 
to the House of Commons, to see that there is often a real loss 
of sympathy between Labour and its leaders. The leader has 
recognised that there is another side to every question, and that 
industrial and social problems are more complex and less easy 
to solve than his former colleagues are inclined to believe. 
Perhaps he has even come to recognise that though employers 
are practically always in the wrong, it may be that workpeople 
are not always in the right. This would, no doubt, sap his 
revolutionary ardour. 

The shop steward, on the other hand, is hampered by no 
general knowledge, and his revolutionary ardour has full scope. 
It is too early as yet to pronounce judgment on this movement, 
which the general public only knows for its turbulence. On the 
face of it, the shop steward would seem to be not only a necessary 
product of the Trade Union, but an ideal link between the 
central committee and the individual members. The committee 
obviously cannot get inside experience of every ‘‘ shop,’’ and all 
the individual workers can hardly have access to the Union 
officials. There would seem to be no better link than the shop 
steward. 

The practice, as usual, is apt to fall behind the theory. One 
of the difficulties of the shop steward’s position is that he serves 
two masters. The Trade Union secretary is an independent 


1 See Labour in the Commonwealth, by G. D. H. Cole. 
2 Principles of Social Reconstruction, by the Hon. Bertrand Russell. 
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person who meets the employer on equal terms, and can afford 
to respect both himself and his adversary. The shop steward is 
actually in the employer’s pay, and can only do his stewarding, 
whether peaceful or otherwise, in the time for which he is paid 
by the employer. Consciously or unconsciously, he is bound to 
resent the position. 

The profession of shop steward suffers from further disabilities. 
In our modern industrial system, the capable and ambitious man 
can generally obtain some sort of promotion. He can become a 
skilled specialist, if his ability is mainly technical, or an over- 
looker, foreman or departmental manager, if his ability is more 
general. If he is an unselfish enthusiast he will probably wish to 
be a Trade Union organiser. It is at least probable that the ablest 
men will not become shop stewards. Revolutionary ardour 
without much solid backing, a talent for rhetoric, and the ability 
to attract the attention of men who are not inclined to do their 
own thinking, are likely to be the shop steward’s main qualifi- 
cations. 

But whatever the methods by which the Trade Unions may 
eventually solve their internal problems, the Unions are the only 
practicable. stepping stones for a peaceful transition from the 
present industrial system to something better. Two achievements 
stand to their credit ; they have produced statesmen, and they have 
devised an honest, fearless, and constructive programme. We do 
not find in the policy or in the speeches of the more fortunate 
classes anything to match the spirit of practical Idealism, the 
true and far-sighted striving for the public good, that breathes 
in every word spoken by our greatest Labour Members to-day. 
Here are no reservations, no arriére-pensées, for there is nothing 
to conceal; there are no inconvenient facts to gloss over; above 
all, no indispensables—hereditary or financial—to conciliate. 
Their aim is a good life for the masses of the people, and almost 
every item on their programme goes to the heart of the matter. 

One of the first demands of the Labour Party is the 
nationalisation of mines, railways, canals, and of land. With 
regard to the first three, it is clear that these services have now 
reached a magnitude and complexity where public control becomes 
a necessity ; the importance of the interests served, and the vast 
number of persons employed makes the industries unsuitable for 
private enterprise. The miners, the railwaymen, and the dockers 
are convinced that this way salvation lies. They are not 
economists, but they know exactly where the shoe pinches, and 


their judgment is Tikely to be sound. There is as much justifi- 
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cation for the nationalisation of railways as there could ever have 
been for the establishment of a national Postal Service. 

The demand for the immediate nationalisation of all industry, 
concurrently with the abolition of private capitalistic enterprise, 
is a different matter. The transition between the old order and a 
better cannot, without serious danger to the community, be a 
rapid or violent one, and the demand that the worker, without 
either the necessary education or experience, should immediately 
take over the entire control of industry, is an invitation to disaster. 
Nor is it safe, whatever their past and present wrongs, to assume 
that the proletariat have a monopoly of all the virtues. There is 
no doubt more idealism in a chapter of Trade Union history than 
in a whole library of records of capitalistic achievements. The 
Trade Union has the inspiration of wrongs to fight and sufferings 
to redress. To work for the raising of the masses is more 
inspiring than to strive to keep them in their places. To create 
a@ new world is a nobler ideal than, with one’s head in the sand, 
to defend a privileged order. The worker has, at any rate, a 
cleaner start. But human nature is very much akin, and the 
noble ideals of the social reformer are perhaps not quite so 
universal as he would have us believe. 

We must pin our faith to evolution, not revolution. Capital 
has already measured its strength with the Trade Union, and 
been defeated. It is fast losing the attribute which makes for the 
most evil—the power that it wields over the lives of the workers. 
Deprive it wholly of that power, and the sting has gone out of 
the system. The details of our industrial life are being rapidly 
reorganised on a new basis by the driving power of the Trade 
Unions. A minimum wage for all workers and a reasonable 
working day are the first essentials, and the next the securing 
for the worker of a legitimate share of control over conditions 
of work and processes. Details must vary, but there should be 
no difficulty in any industry run on sane lines, so to apportion 
the control as to secure beneficial results for all concerned. The 
problem of unemployment cannot be solved by industrial measures 
alone. Defects in housing, sanitation, and upbringing, are all 
largely responsible, though the main fault lies in the callousness 
which has allowed nearly every industry to rely on the existence 
of a large reservoir of unskilled labour, which can be tapped at 
need. While improvements in social organisation aim at 
eliminating unemployables, each industry must make itself 
responsible for the whole number of people whom it employs at 
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When a national minimum wage has been established, when 
factory life has been made decent and its conditions bearable, 
when child labour with all its evils has been abolished; when 
land and the great public services have been nationalised, and 
monopolies have disappeared ; when profiteering, as distinct from 
the earning of moderate profits, has been eliminated, and the 
workers have obtained joint control of industrial processes, we 
shall have scaled the first height in the path of progress, and 
gained an eminence which will afford a wider view. A new spirit 
will have come over industrial life. The amassing of large 
private fortunes will have become impossible, and the stimulus 
of great monetary reward will have been replaced by the ideal 
of service to the community. At this stage we may hope to have 
dispelled the great mass of prejudice in favour of the old order on 
the one hand, the extreme bitterness and desire for upheaval on 
the other hand. In happier circumstances, and with clearer view, 
we shall be better able to discern what is to be the next step 


forward. 
HELENE REYNARD 








A PLEA FOR A GREATER ECONOMIC 
DEMOCRATISATION 
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PERHAPS no war of the past can boast of having been, in its 
results, more revolutionary than that out of which we have just 
come forth. This at least is what is stated by the most diverse 
parties. The cause of this primacy is to be found in its origin 
and modes of development. In fact, the war appeared, from its 
very beginning, to be the direct consequence of Teutonic 
imperialism, which in its turn was the fruit of the great economic 
development of Germany, so that the capitalistic régime, as such, 
has been rendered responsible for the war. It has been, at the 
same time, more than any other, a real war of nations, in which 
the whole of each belligerent people took part. It has represented, 
by its duration, its extent, the human and economic losses, the 
burden of sufferings and sorrows that it has brought upon the 
world, the greatest effort and the greatest sacrifice that humanity 
has ever had to bear. Moreover, the long duration of the war, 
the need of urging on to resistance both fighting and working 
men, have rendered it necessary, in all the belligerent nations, to 
make appeal continually to social solidarity, to remind the great 
masses every day of their supreme importance for the life of the 
collective organism, to set forth the high aims of the conflict— 
liberty and justice for all peoples and all classes—and so to give 
the poorer classes an idea of a well-deserved prize after the 
victory. Accordingly, no revolutionary propaganda has ever done 
so much as this war to awaken the popular and working classes 
to a higher and fuller collective consciousness. Further, the 
régime of capitalistic production, which already before the war 
showed signs of weakness, has during the course of the war under- 
gone so great a strain that it cannot hope to regain its former 
strength. 

That not only in the countries of the vanquished—where the 
revolution, if successful, cannot but have a great reflex influence 
all over the world—but also in England, in France, in Italy, and 
by contagion even in the neutral countries, everywhere is to be 
seen a revolutionary ferment. In presence of this and of the very 
difficult conditions, which we shall examine later, in which the 
war has placed the capitalistic economic régime, the problem 
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arises whether it be in the interests of the bourgeoisie to defend 
all its class rights, and thus incur the danger of a violent 
Bolshevik revolution, which would represent for all the countries 
of the world and all the social classes a catastrophe a hundred 
times worse than the war; or to come forward itself, so to speak, 
to meet the chief desiderata of the working masses, so as to open 
the way for a peaceful and legal transformation, radical though 
gradual, of the economic order, which would succeed in modifying 
in the direction of greater justice the distributive process, without 
violent and disastrous crises in the productive process, or, rather, 
with an increase in the output of the latter. This is a programme 
of high and clear-sighted policy, which could and ought to find 
favour with all the democratic parties, from the Radicals and the 
most advanced wing of the Liberal Party to the reformist 
Socialists, and even to the right wing of the advanced Socialists. 

Economists, politicians and the Press vie with each other in 
pointing out in what very difficult conditions the present economic 
régime is placed after the effort made during the war. It will be 
impossible, for instance, to obtain from the enemy indemnities 
which will suffice not only to pay the compensations, but also to 
extinguish the war debts. Now, if it is true that the capitalists 
who have lent their money to the State have been among the 
greatest coefficients of victory (and it would be, at any rate, im- 
possible and unjust to make a distinction between their rights 
and those of the capitalists who have preferred other forms of 
investment), the fact still remains that Treasury or State bonds 
only represent the right to an enormous deduction from the yearly 
social production without the capital represented by them, which 
no longer exists, contributing even in the smallest measure to 
the production of wealth. In the same way the war profits, even 
though very high, may be justified to a certain extent by the 
need which all the belligerent peoples have had te multiply the 
productive activity of the nation, for which purpose the attraction 
of normal profits would certainly not have been sufficient. This, 
however, does not alter the fact that the new immense fortunes 
produced by the war, besides the pernicious psychological effect 
which they have on the working masses, constitute a formidable 
demand for all kinds of means of enjoyment, so as to make the 
economic production turn, even more than in the past, from the 
articles of first necessity, or of great utility, the need of which is 
now felt more than ever, to the manufacture of articles of luxury, 
less useful or even quite useless. 

What would be most urgently needed to-day, after the enor- 








304 THE ECONOMIC JOURNAL [SEPT. 


mous destruction of capital perpetrated by the war, would be to 
spur people on to work, and to willing, brisk, highly productive 
work, and to urge them at the same time to save and accumulate 
new capital as soon and as much as possible. Instead of this we 
see the working classes not only requesting and obtaining every- 
where the reduction of the day’s work to eight hours, and the 
Saturday afternoon off as in England, and already preparing to 
ask for further reductions, but we see them doing more and more 
unwillingly the work by which they no longer want, as they say, 
to swell the profits of the capitalists. At the same time the new 
greater inequality in the distribution of wealth, while it makes 
it more and more difficult for the impoverished middle classes to 
continue at the same rate the beneficent function of saving, 
which fell chiefly to them, deprives the new large fortunes, just 
because they are too large, of every incentive to further saving. 
To all this must be added the new rates and taxes of all kinds, 
which constitute so many impediments both to production and 
saving. 

The States which have already a Socialistic Government, as 
Germany, and those which are still bourgeois but are willing to 
grant the greatest concessions so long as they can avert the 
Bolshevik danger, such as England, hope to solve the crisis, which 
is economic, social and political at the same time, and to bring in 
a new régime which will satisfy the aspirations of the working 
class, by the nationalisation of given industries, of given pro- 
ductive forees—land, mines, railways, etc. But the capital neces- 
sary for taking them over will only increase the public debts, and 
the nationalisation will not solve any of the problems, because 
the State will deduct from the yearly income by the taxes needed 
for paying the interests of these new loans, more or less the same 
amount as the private proprietors of these instruments of pro- 
duction deduct to-day in the form of dividends. 

A good effect in the desired direction would only be obtained 
if these properties could pass gradually into the hands of the 
State without the need of any indemnification. I say gradually, 
for there is no need of insisting on the immense economic con- 
vulsion, disastrous for all classes of society, but especially for the 
working classes, which would be brought about, if the transfer 
were to take place too rapidly, by means of a violent Bolshevik 
expropriation. 

It cannot be denied, in fact, that certain capitals, certain 
means of production, once they are created by private initiative, 
can be without difficulty administered by public bodies, such as 
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the State, the province, or the commune, even if the activity of 
these public bodies is less effective than the private initiative ; 
they consist, in general (except those of the State Treasury bonds, 
the administration of which, when nationalised, would consist 
in . . . destroying them) of all property which can be let, such 
as houses, lands, mines, great factories, and so on. At the same 
time one cannot deny the value of the principle held by the 
liberal economic school, which affirms that collectivist production 
carried on directly by the State, that is by bureaucrats on bureau- 
cratic lines, would be a disaster, and that therefore economic 
production should be left to free private initiative, more active, 
more brisk, infinitely superior because of the spur of personal 
interest which urges it on. 

Thus it would seem that the solution of the problem is to be 
found in leaving the production of goods and the accumulation 
of new capital to private initiative; and, indeed, in seeking to 
encourage, more than is done to-day, the love of work and the 
tendency to save, and in giving the actual possibility of saving 
. to an ever greater number of individuals; while at the same time 
finding means to make certain properties or instruments of pro- 
duction which are best adapted to be carried on by public bodies 
pass gradually, by a continual and automatic process, into the 
possession of the State, without any need of having recourse to 
violent revolutionary expropriations on one hand, nor to the 
system of indemnification on the other. This is what we propose 
now to examine in the second part of this article. 


TI. 


Everybody is repeating that for it to be possible to overcome 
the very serious difficulties in which the war has placed the 
economic life of all the belligerent nations a new finance is 
needed. But this has yet to make its appearance. On the other 
hand it would be underrating the gravity of the economic and 
social crisis, under which the capitalistic régime of production 
and of the distribution of wealth is labouring, to think that mere 
financial measures can be sufficient to solve it. Several years ago, 
in our work, Di un Socialismo in accordo colla Dottrina Econo- 
mica Liberale * (A Socialism in accordance with Liberal Economic 
Doctrine), we inquired, as the title itself says, whether there was 

? Fratelli Bocca, Turin, 1901; French edition, Giard et Briére, Paris, 1904; 
pamphlet for propaganda, La question de l’héritage, Soc. Nouv. de Librairie et 


d’Edit., Paris, 1905; German edition with preface by Edward Bernstein, Wigand, 
Berlin, 1907 and 1909. 
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not some way of conciliating, at least from the theoretic point of 
view, certain indisputable truths of the Liberal economic doctrine 
with the fundamental, and in our opinion not less just, criticism 
which, on behalf of righteousness and of social welfare, Socialism 
brought and brings against the capitalistic régime. If here we 
take the liberty of recalling conclusions then come to, it is because 
the very gravity of the crisis which threatens us, and the urgent 
need of putting ourselves on our defence, invite us to inquire 
whether those conclusions might not be capable of passing over 
from the field of mere theory into that of practical application. 

If we start out from the principle of Bentham and Stuart Mill 
that the justification of every human institution, and therefore 
even of the right of property, must be exclusively found in its 
social utility, the question presents itself whether it would not be in 
accordance with justice to modify the right of property regarding 
the right of bequest and of inheritance, so that, though urging 
to labour and saving, it may grant to the right of property only 
the duration strictly necessary and sufficient to ensure the effec- 
tiveness of this stimulus, after which the capital and goods 
accumulated would pass fnto the possession of the State; in the 
same way as the patents which last only the time necessary to 
spur the technicist on to new inventions, after which the inven- 
tion itself becomes public property. 

For this purpose, first of all, we must consider the charges 
which the State deducts from successions, no longer as taxes, 
but as a share which the State takes in the property of the 
deceased, and fix these dues in such a way as will ensure 
nationalisation with that grade of rapidity which is considered 
most opportune, and at the same time will not weaken the stimu- 
lus to saving, but on the contrary will make it much stronger than 
the present full and entire right of inheritance and bequest does 
to-day. 

Up to the present time the principle of progression has been 
applied to the taxes and dues relating to succession on two 
different lines: according to the amount of the patrimony and 
according to the degree of relationship. But there is a third line 
which is equally capable of progression, one which relates to what 
we may call the age of the different portions of the patrimony 
left by the deceased, or, more exactly, the number of transfers 
by succession or donation, which the different portions of the 
patrimony have undergone before coming into the hands of the 
present testator. According to this progressiveness in time, the 
right of the testator would differ according to the different parts 
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of his patrimony, so that it would be exercised totally, or almost 

totally, on the wealth accumulated by his own work and his own 

saving, in a considerably reduced measure on the wealth inherited 

by him, and in a more reduced measure the farther, by repeated 

transfers, were its origin. Of course, this division of the patri- 
mony into several parts, according to the number of transfers 
undergone by it, would be made only from the quantitative point 
point of view, that is, of the value expressed in money, each part 
of the patrimony inherited or created being capable of assuming 
the most varied forms of investment. 

Once the patrimony left by the deceased were divided thus, 
quantitatively, into different parts, the State would only levy the 
same dues, for instance, as it does to-day, from the part due to 
the labour and saving of the deceased himself; but from the part 
which the deceased has inherited directly from his father the State 
would levy much greater dues, for instance, 50 per cent., and 
from the part which comes to him from his grandfather still 
greater, very great, even 100 per cent. (which would make it 
sufficient for every patrimony to be divided into only three parts, 
as nothing could be inherited that had been accumulated by one’s 
great-grandfather). We hasten to add that, once this sort of pro- 
gression were introduced, all the present possessorsof capital should 
—both for reasons of justice and because it would be impossible to 
go into the furthest origins of the patrimonies existing to-day— 
be considered as having themselves accumulated the whole of 
the patrimony which they possess to-day, or at least, for instance, 
three-fourths or two-thirds of it. The high dues therefore would 
begin, in the first case, only at the death of the present capitalists’ 
heirs, as to whom it would be easy enough to distinguish between 
the part inherited from that added by them, and, in the second 
case, at the death of the capitalists living to-day, but only on a 
small portion of their patrimony. But considering the immense 
benefit which this reform would ensure for the public finance in 
a future, which even in the first case would not be too far distant, 
it could be partly discounted from now, so as to allow the imme- 
diate actualisation of those social provisions which can no longer 
be put off, and even to make it possible to diminish a large part 
of the new taxes, especially those destined to cover the payment 
of the interests of the war debts. 

There is no need to spend many words to prove how much 
more effectively such a reform would impel people to save, as 
compared with the present right of bequest full and entire. In 
fact, as regards one’s own children, every sum saved by the heir 
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of a given patrimony would come to have, in his eyes, a much 
greater value, even three or four times greater, than the same 
sum inherited by him ; whereas to-day the heir of a great fortune 
is not much inclined to increase further the patrimony which he 
has inherited, for, as it is more than sufficient for him, he thinks 
it will be the same for his son. 

The State, as a co-heir, to the amount of 50 per cent., on the 
goods which have undergone a transfer by succession or donation, 
and to the amount of 100 per cent. on those which had already 
undergone two transfers, would take the part which would pass 
to it, not in money, but in natura, like the other heirs; land pro- 
perties, buildings, State and Treasury bonds, shares in limited 
or other companies, and so forth. The extinction of the public 
debts on one hand, which would free the State from the enormous 
burden of the payment of the interests, and on the other hand 
the rents of the lands, of the dwellings, of the buildings in general, 
gradually nationalised (the administration of which could be en- 
trusted to the respective provinces and communes, and eventually 
even to the same companies which to-day administer the private 
properties), would allow the State to pass gradually from a finance 
on the basis of taxes to a finance on an exclusive basis of income. 
The principle of shareholding by the State and that of share- 
holding by the organisations of workmen (the latter adding the 
advantages of co-operation in production to those of a private 
concern) could also be put into effect gradually, as the shares of 
the companies fell into the hands of the State. 

Limits of space do not allow us to enter into greater details 
regarding the new social system to which the reform which we 
have here considered might lead; details which the reader may 
find in our work above mentioned. These few hints, however, 
may suffice to give a general idea of it, and make it possible to 
see in some measure how it could conciliate the advantages of a 
Liberal economic régime—free private initiative, competition, 
etc.—with the supreme principles of justice which are proclaimed 
by Socialism. It is at any rate a reform that the very grave 
economic, social and political crisis, which is now revolutionising 
our old Europe, may perhaps render worthy of attention. In this 
case let the men at the head of the Governments judge how much 
there is in it that is realisable and practical, and let the different 
political parties consider whether it can have a place in their 
programmes of action, minimum or maximum. 

EUGENIO RIGNANO 


Milan, 








THE PROSPECTIVE FOOD SUPPLIES OF WESTERN 
EUROPE 


IT was anticipated by those who had studied the situation 
that the cessation of hostilities would by no means put an end to 
the difficulties with regard to the food supplies, at any rate of 
European countries. Their anticipations are being justified. 
Indeed, the difficulties have been increased by the fact that hos- 
tilities ceased rather unexpectedly at a time of the year in the 
Northern Hemisphere when it was impossible that any modifica- 
_ tions in the extent and nature of farming operations should bear 
fruit until six to nine months later. The uncertainties that at 
present hang over the final issues of the Peace Conference, and 
the difficulties that lie in the way of immediate reconstruction, 
are not a little unfavourable to enterprise in farming, as well as 
in ordinary business pursuits. Under the most favourable cir- 
cumstances agricultural production cannot return to its normal 
pre-war level in Europe before the autumn of 1920. 

A survey of the world situation in respect of food supplies, as 
it existed before the war, shows that Western Europe, i.e., that 
part of Europe which lies west of a line drawn through the Baltic 
and Adriatic Seas, was a great deficiency area to which nearly 
the whole of the surplus foodstuffs of all other temperate regions, 
including Eastern Europe, and a large part of the surplus tropical 
food specialities were consigned. This relatively small area con- 
tained in 1911 upwards of 250 millions of people, a greater popu- 
lation than that of the temperate regions of North and South 
America, of Africa, and of Australasia taken together. Though 
it had important agricultural industries, and several of the coun- 
tries in it were nearly self-supporting in the matter of foodstuffs 
(including feedstuffs for animals), the predominant note through- 
out was industrial ; indeed, in certain countries where there was 
little manufacturing industry in the strict sense, such, for 
example, as Denmark, Holland and Ireland, agriculture simulated 
the form of such industry, inasmuch as cereals were imported to 
feed the populations which were engaged in elaborating animal 
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foodstuffs, such as butter and bacon, largely or partly from 
imported feedstuffs and fertilisers. The population of Western 
Europe (that is, of course, exclusive of Russia) has almost cer- 
tainly grown since 1911, in spite of the destruction of life caused 
by the war, since in the decade 1901 to 1911 it increased by 
twenty millions. If the same rate were maintained the popula- 
tion would increase by twenty-two millions more by the close of 
the present decade. If we assume an increase of some two 
millions only (which means considerably larger food supplies), 
this allows a liberal margin for deductions for the shorter period 
to date, for war deaths and for the fall in the birth-rate, more 
especially since during the last few years emigration has prac- 
tically ceased. In the meantime agricultural production has 
suffered over wide areas in this part of Europe; partly because 
certain districts have been the scenes of battles or of the move- 
ments of hostile armies, but more especially because almost every- 
where the supplies of imported feedstuffs and fertilisers have 
been materially reduced or entirely cut off, and because the 
wonted supplies of labour have not been available. On the other 
hand, the average per capita consumption of foodstuffs (including 
wastage) of the vast numbers of men in the armies of the various 
belligerents has been perhaps double their consumption in 
civil life. The results of the combined factors in the form 
of universal rationing systems and of semi-starvation over a large 
part of Europe are too well known. The conditions of the 
immediate past linger on into the present and future. To sum 
up the facts of the situation: Western Europe has in all prob- 
ability increased its population since 1913, has almost certainly 
suffered a reduction in its output of foodstuffs, in spite of desperate 
efforts to the contrary, and has not been, and is not, able to 
import the full necessary supplementary supplies, even if they 
existed, from foreign sources. 

The areas that furnished Western Europe with their surplus 
foodstuffs before the war are not of the same proportionate effec- 
tiveness as sources of supplies under existing conditions as they 
were in 1913. Before discussing these areas one preliminary obser- 
vation is necessary ; foodstuffs can be exported directly in the form 
of wheat, meat, etc., or they can be exported indirectly in the 
form of such feedstuffs as maize and oil-cakes, which are after- 
wards converted into animal foodstuffs of different kinds in the 
importing countries. In estimating a country’s imports or 
exports of foodstuffs, it is clear, therefore, that account should 
also be taken of such agricultural products as are essentially 
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animal feedstuffs. This method of reckoning will be implied in 
the following paragraphs, if not directly referred to. 

If the foodstuffs of tropical origin be omitted, it is found that 
Western Europe before the war received the bulk of its supple- 
mentary supplies of such articles from four areas, namely, Eastern 
Europe (with Siberia), North America, temperate South America 
and Australasia, and in the order named by values. It will be 
noted that Eastern Europe stands at the head of the list; but 
its surplus is now to all intents and purposes nil. At the present 
moment, indeed, Roumania, and probably Bulgaria also, are 
suffering from an acute shortage of essential foodstuffs, yet both 
were relatively considerable net exporters of foodstuffs, especially 
cereals, in 1913. In these countries, however, there will probably 
be a relatively rapid revival of agriculture. Russia and Siberia 
are in a different case ; so long as the present disturbed conditions 
last the export trade in foodstuffs is not likely to be resumed. In 
any case, the resumption can only be partial for some time after 
the final conclusion of peace, owing to the absolute need for 
renewals in agricultural machinery and transport material. The 
failure of Russia and Siberia as sources of supply of foodstuffs 
for Western Europe throws an added burden upon the remaining 
principal sources, a burden which they are, and will be, in straits 
to meet. The temperate regions of North America, South 
America and Australasia were all suffering from a more or less 
acute shortage of agricultural workers before the war; with more 
people on the land they could have produced a greater surplus of 
foodstuffs. Now since the outbreak of war not only has an 
important source of increase of agricultural population for these 
regions been cut off by the cessation of emigration from Europe, 
but two of them have sent vast numbers of their able-bodied 
workers as soldiers to Europe, some of whom, unfortunately, will 
not return at all; some, incapacitated for manual work, will find 
other occupations; and of the rest but few will return to pro- 
ductive work immediately. 

The three regions above-mentioned will probably make great 
efforts to meet the demand for foodstuffs in Europe, partly perhaps 
by reducing their own per capita consumption, partly by an in- 
creased use of machinery in agricultural production, and partly also 
possibly by devoting a smaller proportion of their resources to 
the rearing of animals and a correspondingly larger proportion to 
the production of food cereals. They will be stimulated to make 
the most of the opportunities afforded by a period of high prices. 
However, shipping difficulties may interfere with the delivery of 
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the maximum surplus output of these regions. North America is 
reasonably close to Europe, South America less so, and Australasia 
about as far removed as it is possible to be. There is good reason 
to suppose that the world’s mercantile fleets will for some time 
be inadequate for the carrying trade required of them. It is 
important to observe that before Western Europe can supply 
appreciable quantities of return freightage in the form of manu- 
factured goods, great quantities of raw materials must be carried 
thither from distant parts of the world. The result will be that 
for a time the normal excess of inward over outward cargo carried 
by ships trading with Western Europe will be greatly accentuated. 
Under these conditions there may possibly for some time to come 
be a difficulty in getting shipping space for the whole surplus of 
the less valuable and less perishable surplus produce from such 
distant areas as Australasia. On these grounds animal foodstuffs 
will obtain preference in shipping space to food cereals, such as 
wheat, and the latter to animal feedstuffs, such as maize, barley 
and oats. The more valuable cargo material is in proportion to 
bulk the easier it is to find space for it at all times, and especially 
when shipping is short. Since from 6 to 10 lb. of even the most 
concentrated forms of feedstuffs are required to produce 1 lb. of 
dressed meat, it is clear that any necessity for economising 
shipping space puts a premium upon converting surplus cereal 
feedstuffs into meat, butter, etc., in a distant producing country 
in preference to exporting them in a “raw” state; unless the 
materials in question are oil-seeds, such as linseed and cotton-seed, 
which are mainly treated in Western Europe for the extraction 
of the oils before being turned over to food animals. The diffi- 
culty of obtaining shipping space for the surplus foodstuffs from 
Australasia will be minimised in the near future, as it has been 
during the war, by the fact that, with the exception of Australian 
wheat, these consist almost entirely of the more valuable animal 
food products. 

In proportion to its area Western Europe was before the war 
much the most productive of the world’s agricultural regions, and 
until its resources are restored to normal working order there 
cannot fail to be a shortage there of foodstuffs of certain kinds. 
This process of restoration touches a number of departments of 
economic life. In the first place agriculture depends upon certain 
by-products of manufacturing industries for fertilisers. Examples 
occur in sulphate of ammonia and basic slag, which are yearly 
growing in importance with the growth of intensive agriculture, 
and which are not likely to be supplied in sufficient quantities 
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and cheaply unless manufacturing industries are prosperous. In 
the second place live-stock, including horses, have become greatly 
depleted in a number of important countries, and will require to 
be restored at least to their pre-war strength before the supplies 
of animal foodstuffs can become normal. It is to be feared that 
both breeding-stock and dairy cattle have suffered heavily, and, 
if this is the case, the process of restoration will be delayed. The 
shortage of working horses will seriously impede arable cultiva- 
tion, unless machinery can be employed much more extensively 
than hitherto. On the smaller holdings this is almost impossible, 
except under a system of co-operative or public management, and 
on many of the larger ones the capital cost will prove prohibitive 
unless manufacturing industries are so far re-established as to 
permit of agricultural machines being sold at much lower rates 
than those at present ruling. In the third place, practically the 
whole of Western Europe north of the Alps depended in no small 
measure before the war upon overseas sources for an important 
part of its supplies of feedstuffs for food animals, and the re-install- 
ation of animal industries on the pre-war scale awaits the possi- 
‘ bility of importing abundant and reasonably cheap supplies of 
such materials, a thing that is out of the question while freights 
rule high, and is unlikely of realisation so long as the greatest 
source of supply, namely, Russia and Siberia, remains out of the 
running. As will be shown later, the whole system of farming 
in Western Europe may have to be revolutionised in favour of a 
more extensive production of food crops at the expense of animal 
industries. Lastly, it is, of course, imperative that the systems 
of inland transport in Western Europe should be brought into 
normal working order before agriculture can be properly estab- 
lished, for, under the intensive system necessarily developed 
throughout the more populous part of this area, vast aggregate 
quantities of materials have to be carried from one place to 
another, and even from ‘one farm to another, before the finished 
foodstuffs are ready to be delivered to the consumer. So far as 
roads, railways and canals have been destroyed or “let down” 
during the war, an impediment will exist in the way of a full 
development of agriculture until these are restored to proper 
working order. 

During the war a number of the countries in Europe have been 
living in some measure upon the stored-up fertility of their soils. 
Crops have been taken in successive years with the minimum 
expenditure in labour and fertilisers, while live-stock, which have 
a beneficial effect on the whole on soil fertility, have been reduced 
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in numbers. In other words, a disguised part of the war bill lies 
in the reduction of the average fertility, and consequently of the 
average productiveness of European soils. It will be some time 
before this loss can be made good, more especially if the numbers 
of live-stock recover but slowly. The chief remedy seems to lie 
in an increased-use of artificial fertilisers, which may or may not 
be sufficiently cheap and abundant ; this course in any case would 
mean a special capital outlay in the first few years after the con- 
clusion of peace, which may deter many farmers from following 
it, and would necessarily be reflected in the prices realised for 
the produce. 

In order to obtain the greatest possible return in food-values 
from their available agricultural resources it is probable that the 
countries of Western Europe will have to devote more attention 
to the production of food crops and less to that of animal food- 
stuffs. This has already been done in some measure in neutral 
countries, as well as in Germany and in the United Kingdom, 
in both of which latter countries abnormal slaughterings of food 
animals have been encouraged by the Governments in order to 
supply larger quantities of home-produced meat at particular 
times, as well as to conserve the available resources in fodders 
and feedstuffs. In the United Kingdom pastures have been 
broken up for food crops, and the percentage of milling offals 
available from wheat for food animals was for a long time con- 
siderably reduced. The second of these devices for augmenting 
the human food supplies was practised likewise in Germany, 
where also a large part of the potato crop that was formerly con- 
sumed by animals was used as human food directly. Although 
in the United Kingdom the number of food animals showed no 
marked decline during the years 1914 to 1918, it seems certain 
that the output of animal foodstuffs was considerably smaller in 
the latter year than in the former, while the output of plant 
foodstuffs was undoubtedly greater. 

Sweeping changes in the distribution of farm resources among 
different types of production cannot easily be made owing to 
difficulties inherent in the agricultural industry. Such changes 
upset crop rotations, involve a redistribution of labour and large 
purchases of machinery, and require for their success an unusual 
equipment in technical knowledge and adaptiveness on the part 
of farmers and peasants. Nevertheless, it appears that market 
conditions and the limited resources of consumers generally in 
Western Europe will for some time promote a continuance of, 
and possibly an increase in, the practice of devoting agricultural 
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resources in that area rather to food crops than to animals. The 
ordinary population will have to keep their consumption of animal 
foodstuffs below the pre-war level and to increase correspondingly 
their consumption of plant foodstuffs, including margarine, as a 
means of economising their purchasing powers and of utilising 
the available agricultural output to the utmost. They will eat 
more bread and less beef than in pre-war times, even if “war 
bread” disappears; less butter and more margarine; probably 
more cheese and more potatoes and less mutton, pig-meat and 
poultry; and they may have to restrict their consumption of 
alcohol in the form of beer and spirits; while eggs will be scarce 
and costly and cream a rare luxury. Under these conditions 
rationing in a limited form is likely to continue for some time, 
so that the coveted supplies of animal foodstuffs may not be mono- 
polised by the few who can afford to purchase them; for the 
production of these articles beyond certain quantities is a costly 
matter, subject in times of shortage to severe limitations. Beyond 
a certain point every extra ton of meat produced in a limited area 
means that an average of about ten tons of cereal produce must 
be imported from elsewhere. North America, South America and 
Australasia will, of course, continue to furnish large supplies of 
meats, dairy produce and wheat, but such supplies may not be 
much more than sufficient to meet the deficiency in Great Britain 
alone, as has been the case in the past. The key to the situation 
lies with Russia and Siberia, and the extent of the supplies of 
foodstuffs, if any, to be derived thence in the near future is a 
perfectly unknown quantity. 

The shortage of meat in Western Europe may be rendered 
much less noticeable by largely increased supplies of sea-fish 
which are capable of acting as a substitute for both meat and 
animal fats in the diet. The Japanese, in fact, have been able 
to maintain a healthy and vigorous existence with very limited 
supplies of meat and other animal foodstuffs, but they consume 
great quantities of fish. Not only were the quantities of fish 
landed in Europe increasing in the years preceding the war, but 
during the war the North-Western Atlantic sea-fisheries have on 
the whole been subjected to comparatively small drains. With 
the cessation of hostilities and the resumption of fishing opera- 
tions on something like the old scale, the catches may for a time 
be much greater than in the past. It is possible, therefore, that 
meat may be economically displaced by fish to an appreciable 
extent, provided consumers are willing to make the necessary 


substitution. 
y 2 
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However, with the exception of this factor of fish supplies, it 
appears that the supplies of foodstuffs in Western Europe cannot 
again be reasonably abundant and unrestricted as regards the 
consumer’s choice until the industrial systems in the same area 
are re-established in working order. For on this depends in some 
measure not only the progress of European agriculture, but the 
further development of the chief sparsely populated regions of 
surplus production, namely, the temperate lands of the Southern 
Hemisphere. Both of these will have to do greater things so 
long as Eastern Europe remains a blank number. Already before 
the war a relative shortage of animal foodstuffs had begun to 
appear in the world’s markets, and the recent almost universal 
fall in the birth-rate among white populations will not materially 
ameliorate the situation in the next couple of years without 
changes in the forms of agricultural production and in the con- 
sumption of foodstuffs such as those indicated above, or a rapid 
re-establishment of the whole economic life of the disturbed coun- 
tries, leading to an unexpected increase in the output of agri- 
cultural produce throughout the world. 


E. W. SHANAHAN 











REVIEWS 


Papers on Current Finance. By H. 8. Foxwe tu, M.A., Fellow 
of the British Academy, Professor of Political Economy in 
the University of London. (Macmillan. 1919. Pp. xvii+ 
280. Price 10s. 6d.) 


THIs volume is made up of reprints from THE KcoNoMIc 
JOURNAL and from other journals of which the matter is largely 
of an economic character. The papers have been reprinted 
without alteration and with no attempt to bring the figures up 
to date. 

Under normal peace conditions the reprint of unrevised 
articles is looked at askance alike by publishers and readers. But, 
as Professor Foxwell truly observes in the “Introduction” : “The 
progress of events is now so extraordinarily rapid, and the situa- 
tion changes so much from day to day, that only the daily Press 
can keep fully abreast of the movement.’’ It may be added that 
even the daily Press has been so much stifled by official and self- 
imposed censorship (in the supposed interest of British credit) 
that the daily records have long been incomplete and the short- 
period commentaries unduly restrained. 

A volume by Professor Foxwell is always welcome. The 
reader is assured of vivacity, clearness, and the personal touch 
which redeem even papers on currency from dullness. 

Five out of the seven papers have been written during the war, 
and they are already of historical interest. The first two papers 
are mainly descriptive and critical of the financial policy of this 
country in the first year of the war. 

The emergency relief measures are properly censured as exces- 
sive. Excess of precaution may have been a fault on the right 
side at the beginning of the war, but when it became clear that 
Kitchener’s estimate of three years was probably under the mark 
more thought ought to have been given to the ulterior effects of 
the emergency measures. It is impossible and unnecessary to 
go over the whole ground of Professor Foxwell’s survey. The 
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most interesting point at the time of writing this review (the 
final day of the Victory Loan) is the insistence on the advantage 
of the method of continuous borrowing and on the remarkable 
success of the Treasury Bill. 

Every war measure of every kind can be justified if it can 
be shown that it helped to win the war. Nobody wishes to blame 
anybody who can put forward this excuse. But now that the 
spring of 1918 seems as far off as the eve of Waterloo we can 
put aside questions of blame and excuses and consider the effects 
of the financial strategy and tactics actually adopted. 

The term continuous borrowing suggests the everlasting prin- 
ciple of continuity, which tells us that by insensible degrees we 
can pass from the too little to the too much, and that it is hard to 
hit the golden mean. 

The great argument for the Victory Loan has been that it was 
necessary for the credit of the country to get rid of the excessive 
short-term liabilities which had been created by this very method 
of continuous borrowing, and in particular to reduce the amount 
of Treasury bills outstanding. 

This line of criticism is still more justifiable in the case of 
the currency notes. Professor Foxwell points out in his first 
paper (EcoNoMIC JOURNAL, December, 1915) that the new cur- 
rency note is absolutely undefined. ‘Currency notes may be 
issued to such persons and in such manner as the Treasury 
directs.” And it is observed that what is still more objectionable 
is that the actual method of issues is concealed, and the whole 
weekly return “‘quite incomprehensible except to those who have 
privileged access to an understanding of its mysteries.” * 

The urgent need for a definite statement of the real object of 
the issue of the new notes is shown by Professor Foxwell by 
pointing out that the term “note” is capable of various interpre- 
tations according to the use intended. ‘‘Notes” may be issued 
for no less than six different purposes, of all of which we have 
important historical examples. By a process of exclusion he 
shows that the ostensible object of our new currency notes must 
have been one of two. At the outset these notes (he says) were 
issued and intended as an emergency issue. The primary object 
was to allay the bankers’ panic and to prevent the development 
of panic in the general public. From this point of view the new 
issue was meant to work in the same way as a suspension of the 
Bank Act of 1844, only more effectively by providing also notes 
of lower denominations. 


1 Quoted from Mr. Withers’ War and Lombard Street. 
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In the same way the issue later on might have been used to 
lessen the strain on the banks caused by the enormous war loans. 
But Professor Foxwell argues that if this was regarded as the 
primary use of the new issue it ought long ago (he is writing 
towards the end of 1915) to have been withdrawn. 

The real aim, however, of the issue, in his opinion, ought to 
have been the concentration of all our available gold at the centre. 
The strongest argument (he recalls) in favour of retaining our 
full gold circulation before the war, in spite of the expense and 
inconvenience, was that the gold, though not available at the 
moment, might in an emergency be withdrawn from the circula- 
tion by the issue of one pound notes. 

But from the point of view of gold concentration the issue of 
currency notes was a failure. In time no doubt the gold sove- 
reigns and half-sovereigns were displaced from active circulation, 
but there was never any systematic and regularised withdrawal 
of the gold and substitution of the paper. In a few months 
£28} millions were set aside for the redemption of the notes, but 
_the proportion of gold has fallen down to nearly 8 per cent. 
without any addition being made to this note reserve. What has 
become of the rest can only be conjectured. 

If this view of the object of the issues had been adopted by 
the advisers of the Government, any further issue of the notes 
should have been stopped as soon as all the gold was displaced. 
For a long time it was maintained by the optimists that in effect 
the notes had simply taken the place of the gold in circulation. 
But when the notes had passed the three hundred millions, and 
the volume had become roughly three times as great as the 
circulation of gold before the war, this displacement theory 
became untenable. 

In the same way the theory that the notes were convertible 
was disproved by the hard facts of de facto inconvertibility. It 
is true that on the back of the notes a reference was made to a 
section of one of the emergency Acts, by which it was provided 
that the Bank of England was to give gold for any notes pre- 
sented. This was convertibility in theory. But in process of 
time any use that could be made of the gold became subject to 
the criminal law. Gold obtained from the bank in exchange for 
currency notes could not be exported, nor could it be melted down 
for use in the arts at home. Even hoarding by private persons 
was condemned as unpatriotic. Early in the war cases occurred 
in which dealers were punished for buying sovereigns above the 
nominal value. If the notes were really convertible, why should 
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they not have got the sovereigns from the bank at their par value 
instead of giving a premium? 

The distinction between bona fide convertibility and de facto 
non-convertibility is of vital importance. With bona fide con- 
vertibility, such as existed in this country before the war, every 
form of representative money was interchangeable with gold, and 
there was a free market for gold. 

The transition to de facto inconvertibility was only made 
gradually and was never legally recognised. But in monetary 
matters it is the fact that counts. 

As soon as the notes become de facto inconvertible it is neces- 
sary to apply the principle of limitation in some rigid way to 
prevent depreciation. We all know now that depreciation may 
be of two kinds, which may advance at different rates. Specific 
depreciation, as measured by the foreign exchanges or by the 
premium on gold, may be prevented or hidden by various devices, 
which were tried with great success as regards the pound sterling 
in the course of the war. As soon as the artificial management 
of the American exchange (the most important) was abandoned 
a fall set in, and at the time of writing (July 17th, 1919) it is 
quoted as low as 4°36 dollars to the pound. It was noted recently 
in the Times that, in spite of the low exchange, gold had been 
sent from the United States to this country. This paradoxical 
result was accounted for by the great demand for gold in this 
country for use in the arts, gold ornaments, etc., which caused a 
high premium on gold. 

In face of these facts it can be no longer denied that our 
currency has suffered a specific depreciation. 

The general depreciation, as shown by the great rise in prices, 
became obvious as a matter of change in purchasing power after 
the first six months of the war. During the war everyone knows 
that the index-numbers were continuously rising. Although after 
the Armistice there was a fall for some time, it was soon checked, 
and the Economist index-number for June just fell short of the 
highest record of the war. 

There can be no question of the fall in the general purchasing 
power of the British currency, but it does not follow that this 
fall is to be accounted for wholly or mainly by the non-converti- 
bility of the currency notes. 

The point revives the old controversy that began in the 
Napoleonic War period and has gone on ever since. In that 
period it was maintained that the specific depreciation of the 
notes was really a specific appreciation of gold, and the general 
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rise in prices (or general depreciation of the currency) was 
accounted for, in the manner of Tooke, by the cumulative effects 
of obstructions in the supply of commodities and services. 

Now the idea prevails in some quarters that the general rise 
in prices in this country is only part of a general world rise, which 
general rise is in fact a depreciation of gold. This explanation is 
theoretically valid and even to some extent plausible. There has 
been a general displacement of gold by paper all the world over 
for monetary purposes. The gold extruded from active circula- 
tion has still considerable monetary power, but being supple- 
mented by so much paper is naturally depreciated. A general 
depreciation of gold means a general rise in prices. 

The world is now not on a pure gold standard, but on a diluted 
gold standard. 

This view is brought out in a very able manner by Professor 
Foxwell in Paper VII. on “Inflation.” This paper, as the foot- 
note records, was read to the Institute of Actuaries on March 26th, 
1917. The course of events since has shown that the argument 
needs readjustment. The opinion now expressed, both by 
the Government and by representative bankers, is that the 
rise in prices in this country has been due largely to the 
abnormal increase of our own currency and of the credit based 
upon it. 

On another point Professor Foxwell differs from the opinion 
that at last—unfortunately very late in the day—has come to 
prevail, namely, as regards the importance of the part played by 
the currency notes. He regards the issue of the notes as purely 
consequential on the increase of other forms of credit money. 
Undoubtedly the Government loans of various kinds had to be 
pulverised into small money before they could be used in the 
purchase of the services of labour, etc., etc. An advance by the 
Bank of England to the Government must be made effective by 
being transmuted into smaller amounts and finally into notes or 
metallic token money. With any general rise of prices from any 
cause, or combination of causes, there must be a readjustment 
of the various amounts of money of different kinds. 

From this point of view the quantity of gold itself in any 
particular country under normal conditions must be adjusted to 
the general level of its prices. So far the quantity of gold may 
be considered (as Giffen observed) as the consequence and not 
the cause of the general level of prices in any country. But the 
recognition of this kind of monetary demand does not destroy the 
quantity theory of money, and it may still be maintained that the 
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general world-level of prices depends on the quantity of gold 
compared with the work to be done by it. 

As soon as gold is effectively deposed from being the standard 
in any country and its place is de facto taken by paper money, 
then that paper money, for that country, is not simply conse- 
quential as regards the movements in prices, but rather causal. 
Under the new eonditions the expansion of bankers’ credit 
depends on the power to obtain as much as they require of the 
new legal tender, just as before it depended on the acquisition 
of gold. 

But for the power of issuing notes ad libitum in this country 
the banks could never have made, as they did, the great advances 
of credit. The Government would have been obliged to resort to 
more taxation much earlier and to forced loans if voluntary loans 
were not sufficient. It is true that in this country the issues of 
notes have been relatively small as compared with France— 
that is to say, on the basis of wealth or of population. But when 
we take account of the fact that before the war the cheque was 
the principal form of our media of exchange, and we observe that 
the use of cheques in the war has enormously increased, the com- 
parison of note issues does not seem so much in our favour. 

There are other matters of fundamental importance as regards 
“Current Finance” in which Professor Foxwell offers acute and 
vigorous criticism of floating opinions, as, for example, in Paper 
IV. on “Financing Industry and Trade.” The comparison of 
German with British banking is excellent as descriptive of their 
functions, but the implied judgment of their relative merits is 
open to question. The question is, however, too wide for dis- 
cussion in this place. 

Professor Foxwell’s volume is not confined to monetary 
problems. In an appendix he reprints an interesting paper read 
to the British Association in 1888, in which he discusses the 
relations of competition and combination and expresses the 
opinion that, “contrary to the expectation of Adam Smith and 
his contemporaries, we find competition tending to result in mono- 
poly.” The Paper is entitled “The Growth of Monopoly, and its 
Bearing on the Functions of the State.” The same ideas are 
developed in Paper III. on the “Nature of the Industrial 
Struggle,” given as a lecture to the Royal Institution in April, 
1917—that is, nearly thirty years later. Both papers may be 
compared with the recent report of the Committee on Trusts. 
There is nothing new under the sun. 

Paper V., on the “Banking Reserve” (written 1909), is inter- 
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esting now as showing how far we have travelled in the last ten 
years—especially, of course, in the last five. The questions dis- 
cussed in this paper take for granted the foundations of the whole 
banking system of the country. The suggestions are for improve- 
ments of the superstructure. Now we are concerned with the 
stability of the very foundations. “I come last (p. 152) to what 
seems to me the greatest danger that threatens our credit, I 
mean the position we should find ourselves in in case of war 
between two first-class Powers, especially if this country were 
actively engaged.” He quotes with approval an opinion of Sir 
Felix Schuster that ‘“‘an efficient gold reserve in time of war, at 
the commencement of hostilities, is infinitely more important 
than food supplies.” We have a long way to go before we come 
back to the gold standard, as taken for granted (very properly) 
in this paper. 

This imperfect summary may suffice to show that the volume 
under review ought to be carefully studied, especially by those 
whose opinions are subject to criticism. In the course of the war 
_ the continuous chorus of praise of successive emergency measures, 
though based, as time showed, on contradictory principles, has 
blunted our financial sensibilities. Under these soporific condi- 
tions it is high praise to say that Professor Foxwell’s volume is 
stimulating. The greatest living collector of the controversial 
economic papers of the past has caught the spirit and the charm 
of the old pamphleteers. He writes at first hand. He is not a 


mere transcriber of authorities, old or new. 
J. S. NICHOLSON 


Taxation in the New State. By J. A. Hopson. (Methuen and 
Co. 6s. net.) 


IT is now clear, even to those who supported the then Chan- 
cellor of the Exchequer in his shortsighted postponement of 
taxation during the first year of the war, that the result of post- 
ponement has been to make the burden of future taxation very 
much heavier than it need have been. Mr. Hobson looks forward 
to a permanent peace expenditure of more than £800 millions, 
of which nearly half will be interest and sinking fund on the War 
Debt. So large a sum, he maintains, can only be raised by a 
“crippling” income tax; therefore, in his Taxation in the New 
State, he looks round for an alternative. This alternative, as he 
suggested elsewhere some time ago, is to be found in a levy on 
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capital ; but, first of all, he tries to give “‘a new and clear meaning 
to ‘ ability to pay’ by indicating what elements of income possess 
it and what do not.” He does not agree with Adam Smith’s 
maxim that citizens should contribute to the support of the 
Government “in proportion to the revenue which they respec- 
tively enjoy under the protection of the State”; he would sub- 
stitute for it a rule “confining taxation to surplus elements of 
income.” Surely the State is something more than a cinema, 
a glass of beer, or an ounce of tobacco, on which you spend money 
if you have some spare cash! If the majority of citizens come 
to think that they have no duty to their country, both they and 
the country will suffer. A sounder doctrine would insist that a 
citizen’s first duty is to do some service for his country, and the 
first service is to contribute towards the cost of governing it. 
Under an autocracy or an oligarchy the majority of citizens might 
argue: “We have no political rights, therefore we have no 
political duties”; with our twenty millions of electors nothing 
of the kind can be pleaded. 

Mr. Hobson’s case is not quite so simple as this; he contends 
that no part of a man’s income which is essential to maintain 
him in an efficient condition can bear any tax. Very well; but 
surely the maintenance of the State itself is the very first con- 
dition of existence for the worker. Mr. Hobson is a Socialist, 
and therefore a believer both in equality and in greater State 
activity. But if everyone had just enough income to keep him- 
self efficient, there would be no source of revenue left to the State. 
Once more, however, we must do Mr. Hobson the justice of 
stating that he has another argument, 7.¢., that it is no use trying 
to tax persons who have no surplus, because they will “shift” 
the tax to someone who has a surplus. If Mr. Hobson’s theory 
were adopted, we should have an overwhelming majority of electors 
personally interested in lavish expenditure by the Government 
and perfectly free from any responsibility to pay the taxes neces- 
sitated by this expenditure. The railways, coal-mines, and Post 
Office might continue to be run at an increasing loss and no part 
of the loss would fall on them. 

After stating his general principle, Mr. Hobson goes on to 
consider indirect taxes, which are, he says, “generally worse than 
useless for purposes of revenue, producing little, costing much, 
and interfering with the general productivity of industry and 
commerce.” The experience of Europe during the war has cer- 
tainly told heavily against import duties, and with the rise in 
the cost of living and the consequent rise in the wages of Govern- 
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ment employees, it may be doubted whether indirect taxes pro- 
duce any net revenue, especially when we allow for the £50 
millions of the bread subsidy. Mr. Hobson then discusses the 
income tax, and in the main adopts Mr. Sidney Webb’s pro- 
posals, which would make the family the taxable unit. He does 
not, however, attempt to work out, even roughly, the cost of his 
proposals, and in several places betrays an insufficient acquaint- 
ance with our income tax law. If he had realised what actually 
happens at the various “jumps” in the tax (7.e., at £401, £501, 
£1,001, etc.), he would not have fallen into a simple trap on 
page 87, where he talks about ‘“‘a sudden rise of $d. in the £” 
at £401, “whereas two jumps at £1,001 and £2,001 are only 
sd. and jyd. in the £.” The fact is that after each jump the tax- 
collector takes so many solid pounds, so the extra pound paid on 
£401 raises the effective rate from 18°9 pence to 19°5 pence, or 
three-fifths of a penny, while at £1,001 the extra pound raises 
the rate from 30 pence to 30°2 pence, and at £2,001 from 44 pence 
to 44°1 pence in the pound. The Inland Revenue authorities 
_ are more efficient than Mr. Hobson imagines on page 110, for 
they do not allow companies to “escape income tax” by any 
“distribution of gains” in the way of shares or bonuses. A 
company is taxed on its “gains,” whether it distributes them in 
dividends or shares or not at all; in fact, the Exchequer stands 
to lose by distribution, since it has to refund part of the tax to 
all shareholders with income of under £2,000 a year. For this 
reason, among others, it is highly reactionary to suggest the 
abandonment of “taxation at the source”—the best opinion 
favours its extension. All periodical payments, including salaries, 
fees, and wages, should be made “less tax,” as the British 
Association Committee suggests in its evidence before the Royal 
Commission on Income Tax.’ 

Mr. Hobson does not put forward any income-tax scale of his 
own, but recommends one which was expounded in the Daily 
News by Mr. J. Zorn, a scheme equitable enough in itself, but 
irreconcilable with our present law and practice, and only 
promising to raise about half as much as the existing tax. Per- 
haps Mr. Hobson is not very keen on increasing the yield of the 
tax, for he pins his faith to a levy on capital. At first he appears 
to want only a levy on ‘“‘war-made wealth.” He speaks of “new 
capital coming into existence during the war of not less than 
6,900 millions.” Then, after allowing for the sale of foreign 
investments, he reckons that “the amount of new savings during 


1 First Instalment of Evidence, page 74. 
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the war can hardly be less than 5,000 millions.” Is war really 
such a wealth-creating industry? A war loan does not increase 
the capital of the country; it reduces the real value, and the 
market value, too, of all existing securities. Already the financial 
methods of 1914-15 have taken away half the real value of all 
mortgages, debenture and preference stocks, all ordinary shares 
of banks, railways, gas, water, electric and tramway companies. 
In other words, the war has been paid for partly by a concealed 
levy on certain kinds of existing capital. If we accept Mr. 
Hobson’s figure of £16,000 millions as the present value of the 
national capital and £11,000 millions as the pre-war value, both 
in terms of the legal pound sterling, it becomes clear that the real 
value has fallen, for taking “ Bradburys” as being worth 12s. each 
—and they are hardly worth 10s. for purchasing labour or com- 
modities—the real national wealth is seen to have fallen from 
£11,000 millions to £9,600 millions. 

What has actually happened during the last five years is a 
prodigious transference of wealth and spending power from the 
pre-war propertied classes to the makers and providers of war 
material. If a levy could be made on the latter, there is much 
to be said for it, but the practical difficulties of identification, and 
so on, are probably insuperable, and in most cases the extra 
earnings have been spent as quickly as they were gained. Mr. 
Hobson, in fact, soon comes round to “a general levy upon 
capital,” but he does not offer any calculation of the amount 
which could be raised or of the scales of taxation which it would 
be necessary to impose. He omits to notice, also, that other 
advocates of the levy have no intention of using it as a means of 
bringing down the rate of income tax. Seeing that the people 
who would pay most of the levy are already paying a ten-shilling 
income tax, there would in the end be very little margin for the 
purpose, as Professor Scott * has explained. Mr. Hobson replies 
to some of Dr. Scott’s points in this JoURNAL of a year ago, but 
he hardly attempts to meet other objections to the proposed levy, 
nor does he show how it is to be adjusted to his own principle 
of “ability to pay,” for apparently he would begin his levy with 
property yielding an income of £60 a year, while he would not 
apply the income tax to incomes below £250 a year. 

J. E. ALLEN 


1 Econ. JOURNAL, vol. xxviii., p. 247. 
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Gold Prices and the Witwatersrand. By R. A. LEHFELDT, 
D.Sc. (London: King. 1919. Pp. 130.) 


PROFESSOR LEHFELDT brings to the study of gold and prices 
two qualifications which are rare in their combination: a 
powerful grasp of monetary theory and a practical acquaintance 
with the conditions of gold mining. With peculiar force and 
authority he discourses upon the stock of gold which constitutes 
the supply of money, the requirements of commerce which form 
the demand for money, and the level of prices which results from 
the play of supply and demand. He verifies his theories by an 
historical retrospect, and applies them to the problems of the 
future. 

The stock of gold in the world (excluding India and China) 
was almost stationary in the early ‘forties of the nineteenth 
century. Then under the influence of increased annual produc- 
tion the stock continued to rise until the ‘eighties. Again it 
became nearly stationary, and again it bounded upwards, reach- 
ing £1,000,000,000 in 1901 and nearly £1,500,000,000 in 1916. 

‘Meantime the demand for gold continued to increase with the 
progress of trade and industry. The rate of this progress is 
ingeniously measured by Professor Lehfeldt. He observes the 
annual rate of increase in the production of several commodities 
for which accurate data are available—meat, corn, tea, sugar, 
etc.—ranging from 1 per cent. to nearly 5 per cent. per annum. 
He takes as an inferior limit to the true rate the growth of 
population (say 14 to 2 per cent.), which is certainly slower than 
that of goods throughout the world; and as a superior limit the 
rate of increase calculated by Professor Irving Fisher for pros- 
perous America (nearly 5 per cent.). From all which he con- 
cludes that the true rate of progress is not very different from 
3 per cent. That would be the rate at which the stock of gold 
should have increased in order to keep pace with the volume of 
business, if the currency had been entirely metallic, and gold 
had been the only precious metal. But silver played an im- 
portant part in the period under review. And the demand for 
precious metal was modified by “‘paper substitutes.” Account 
must be taken of the “currency factor,” defined as the currency 
actually used by the public of a country (exclusive of bank re- 
serves) divided by the stock of gold in that country. And other 
factors there are affecting the demand for gold money; in par- 
ticular the frequency with which either the same goods are sold, 
or the same money changes hands. Balancing all the factors, 
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Professor Lehfeldt reaches the remarkable conclusion that “the 
quantity theory of money, as it would be if there were no money 
but gold, is but slightly modified by the circumstances of the 
modern commercial world.” Equally accurate statements about 
monetary phenomena are not available in the course of a great 
war. “In peace time it is safe to say that considerable changes 
in price-level are due principally to monetary changes.” But war 
introduces another cause of the first magnitude, difficulty of pro- 
duction. No doubt “a great deal” of the present rise in prices 
is “due to inflation of the currency.” But “it is too soon to make 
a quantitative estimate of the inflation due to the war.” After 
the war it is not to be expected, thinks Professor Lehfeldt, that 
Government will resort to heroic measures for the reduction of 
inflation, such as contracting loans whereby to redeem paper 
currency. He looks, rather, for the growth of production up to 
the level of the inflated currency. At the rate of increase which 
he found for the trade and industry of the world, namely, about 
3 per cent. per annum, it would take fourteen years for demand 
to overtake supply of currency in such wise as to restore prices 
to their old level. This desirable consummation might be delayed 
by an undue output of gold. As the mines of the Witwatersrand 
—from which nearly half the world’s annual supply of gold 
is raised—are fairly prosperous, it might be to the interest of 
owners to greatly increase their output. But what might be the 
interest of each would not be the advantage of all, not that of 
the Government or of the world. Accordingly, Professor Leh- 
feldt recommends an international control of output. It would 
be sufficient that the four nations within whose territories are the 
principal gold mines should agree as to the control of those mines. 

To attempt to improve on Professor Lehfeldt’s monetary 
theory would be like gilding refined gold. The following reserva- 
tions are submitted rather as alloy to his pure science. First, we 
suggest a definition of a leading term which is less distinct, but 
perhaps not less appropriate, than the definition adopted by our 
author. By “velocity of circulation,” he says, “is meant the 
average number of times the money passes from one ownership 
to another in a year.” In thus introducing the unit of time 
Professor Lehfeldt is in accord with very high authorities on 
the science of money, Jevons and Professor Irving Fisher. Yet 
it may be questioned whether they effected an improvement on 
Mill’s* definition, which was intended to ‘“‘point attention to the 


? Pol. Econ., Book III., ch. viii., § 3. ‘The point at issue has been considered 
by the present writer in his lecture on “Currency and Finance,” 1917. 
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quantity of work done, without suggesting the idea of estimating 
it by time.” We shall be pardoned perhaps if we recite an old 
anecdote for the purpose of illustrating a point which may not be 
familiar to some readers. Tommy and Harry were taking a cask 
of beer to the Derby with the intention of retailing its contents 
at 6d. per glass; the proceeds to be divided between the two 
partners. On the way, Tommy, becoming thirsty, proposed to 
purchase a glass for his own consumption. He had not, indeed, 
the price of a glass; he had only a threepenny-bit. But he 
pointed out that if he handed this coin to Harry he, Harry, would 
be as well off as if the glass of beer had been sold to an outsider. 
Harry assented, the more readily as his pockets were empty. 
Presently Harry became thirsty; and the threepenny-bit again 
changed hands, in exchange for a half-glass of beer. In short, 
the nimble coin circulated with such efficiency that the entire 
contents of the cask were bought and sold before the end of the 
journey. Now who does not see that the point of the story does 
not depend on the duration of the journey? The moral would be 
the same whether the partners travelled by express train or in a 
donkey cart. ‘lo be sure, it comes to the same if, after defining 
the velocity of money with respect to the time, we also define 
the quantity of business or traffic—of “work done,” in Mill’s 
phrase—with respect to the time. Yet, why drag in the time? 
It is less usual, we believe, to drag it in with respect to that 
rapidity which is symmetrical with the velocity of currency, 
namely, the frequency with which the same goods are sold. Thus 
Professor Lehfeldt writes: ‘‘A piece of iron ore in the ground 
is eventually converted to a razor; how many sales are involved 
before the transformation is complete?” The answer to this ques- 
tion has little to do with the time occupied. Apropos of this 
second species of rapidity, we may recall Professor Lehfeldt’s 
brilhant suggestion (made in THE Economic JouRNAL for 1918, 
p. 111) that a considerable change in this factor may have con- 
tributed to falsify the interpretation of monetary phenomena 
during the war. He now dwells upon another incident, the great 
increase in difficulty of production caused by the war. We sur- 
mise that there is something common to these two factors con- 
sidered as disturbing monetary calculations. They both form 
large unique causes, deficient in that character of sporadic inde- 
pendence which is essential to the theory of Probabilities, which 
underlies the construction of index-numbers, which are required 
for the determination of changes in the level of prices and the 
volume of production. We hazard a further conjecture as to the 
No. 115.—vou. xxtx. Z 
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reason why the catastrophic incidents of a great war are less 
amenable to scientific treatment. They have not, like the gradual 
growths of peace, the advantage of that deep first principle 
associated by mathematicians with the name of Taylor, according 
to which, when one quantity is dependent on another, small 
changes in the latter are apt to be attended with proportionate 
changes in the former. Thus if y, the level of prices, varies with 
x, the quantity of money, 4x, a small increment of the latter, 
being attended by Ay, a small increment of the former, it may 
be expected that if 4a is doubled or increased by any not very 
large percentage; the corresponding increment Ay will, other 
things remaining unchanged, be increased by about the same 
percentage, whereas nothing like this can be predicated of the 
total quantities « and y. In this respect a considerable (or 
‘‘integral’’) change in quantity x is a datum of less scientific 
worth than a small (“differential”) change. For these reasons 
we are inclined to doubt whether it will be ever possible to make 
—what Professor Lehfeldt admits that it is “too soon” to make 
—‘‘a quantitative estimate of the inflation due to the war.” It 
need hardly be added that the fine issues here raised nowise 
affect the main arguments and practical conclusions of Professor 
Lehfeldt’s masterly treatise. 
F. Y. EDGEWoRTH 


The Use of Factory Statistics in the Investigation of Industrial 
Fatigue. A Manual of Field Research. By Puinip SARGANT 
FLORENCE, M.A. (Cambridge), Ph.D. (Columbia). — Vol. 
LXXXI., No. 3 (whole Number 190) of the Columbia Studies 
in History, Economics, and Public Law. (New York: 
Columbia University ; Longmans, Green and Co. ; London: 
P. S. King and Son. 1918. Price 1.25 dollars.) 


THE causes of the late development of interest in the industrial 
significance of fatigue will doubtless one day provide an instruc- 
tive chapter for the student of economics. To-day the main facts 
seem so plain that we are apt to wonder how they can have failed 
to excite interest earlier. But it remains true that, though such 
experiments as those of Abbé at the Zeiss Optical Works in Jena 
gave rise to a good deal of discussion, and suggested to many 
employers the advisability of shortening hours, no serious attempt 
to apply the conclusions of psychology and physiology to industrial 
conditions was made in this country till after the Report of the 
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British Association Committee at Manchester in 1915. In 
America the work of Miss Goldmark and Professor Lee, the 
existence of a considerable body of reliable statistics, the develop- 
ment of an organised movement for the reform of factory condi- 
tions, and the interest of employers in scientific management, 
have all combined to produce an atmosphere favourable to sys- 
tematic effort. Meanwhile, in Germany, the researches of 
Kraepelin had been applied frem the economic standpoint by 
Professor Max Weber, and the essentials of an adequate ter- 
minology provided. With such an equipment it seemed probable 
that the economist and the statistician could confidently approach 
factory records, and conclusions would not be long in emerging. 
But four years’ experience have by no means justified these 
expectations, and the book before us provides a_ sufficient 
explanation. 

It is the merit of Mr. Florence, who was largely responsible 
for the two British Association Reports on which so much of the 
later work has been based, and who subsequently carried out 
. some important investigations for the British Health of Munition 
Workers’ Committee, not only to have brought together all the 
results hitherto obtained by the efforts of psychologists and 
economists in the study of factory conditions, but to have ad- 
vanced the subject considerably by his acute analysis of the 
complications which that study has revealed. His first thirty 
pages deal with the elements of the problem, the nature of fatigue, 
the working day, the statistical method, and so forth. From this 
he passes to methods of measuring working capacity, by the out- 
put rate, consumption of power, accidents, spoiled work, sickness 
and unrest. In connection with “lost time” Sir James Paget 
is quoted to the effect that ‘fatigue has a larger share in the 
promotion or permission of disease than any other single causal 
condition you can name,” but more stress might have been laid 
on the extent to which the results of accumulated fatigue inevit- 
ably escape the statistician. The British Commission appointed 
in 1917 to inquire into and report upon the causes of industrial 
unrest endorse the contention that there is a close connection 
between unrest and fatigue, and Mr. Florence thinks that some 
record of their correlation may appear in “the rate at which 
factories are found to lose and replace their employees.” But 
any such record will for practical purposes be chiefly of academic 
interest, for it can never be free from ambiguity, and in the mean- 
time the facts it may inadequately indicate are plain for all to 
see. We would go further and suggest that the value of a great 
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part of such an analysis as is here presented is negative rather 
than positive. It will serve rather to warn off the over-confident 
investigator than to promote the developments which the 
advocates of investigation desire. It may be that in America 
there are factories where wages output and capacity are so deli- 
cately calculated and on such a scale that minute alterations in 
the working capacity of the human machine will be regarded as 
of importance. Certainly the introduction of rest-pauses and an 
appreciation of the significance of rhythm have been greatly 
assisted by such work as that on which Mr. Florence has been 
engaged. But such further changes as are not dictated by common 
sense are so Closely allied to the system of scientific management 
that the future of the study of fatigue in factories as at present 
conducted is bound up with the future of the larger movement. 
And it is by no means unlikely that the industrial situation will 
soon produce a new orientation arising out of the attitude of the 
workers themselves towards labour-saving devices. Mr. Florence 
can still contemplate investigators who “note down the number 
and duration of rests taken and their nature, e.g., idling, sleeping, 
stretching, etc., amount of talking or singing, eating, or leaving 
room; remarks passed by workers which would throw light on 
their subjective feelings of fatigue.” But will the conditions of 
labour in the future ‘really be affected by the fact that an in- 
vestigator notes how on twenty-seven occasions towards the end 
of the seventh hour, A said to B: “’Ere, Bill, I’m getting fed 
up with this job”? 

Here in England, it is true, we are promised further official 
investigation under the auspices of a new Board. Whatever the 
channels into which their work may be directed, the analysis of 
such statistical data as may result will be facilitated by the 
present publication. In particular, such tables as that given by 
Mr. Florence at page 147, for a sample operation in the textile 
industry, will be invaluable to any future study of different types 
of work in “influencing the influence” of activity on working 
capacity. 

There has been much controversy on the question as to whether 
the accident rate expresses human working capacity at all, but 
after classifying accidents under seven heads Mr. Florence lays it 
down that the three last, which are “due to unusual action on the 
part of the worker owing to his lack of co-ordination or to posi- 
tive inattention,” are most expressive of working capacity; and 
he goes on to urge that the majority of the accidents which 
actually take place in factories fall into “the humanly-circum- 
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stanced grades.’’ Bogardus, in 1911, calculated that of 2,666 acci- 
dents occurring in the State of Illinois, 2,203, or 824 per cent., 
were certainly “avoidable by the injured.” We cannot feel that 
the difficulty is satisfactorily solved, and when (p. 35, footnote) 
Mr. Florence actually states that “any accident, however slight, 
is a symptom of diminished capacity,’ we feel that though his 
own later analysis proves it to have been merely a slip of the 
pen, the statement has been virtually endorsed by many less 
critical writers. Clearly many street accidents could be 
“avoided” if the public remained indoors or even on the pave- 
ment in slippery weather; just as many mistakes in reasoning 
would be obviated by closer attention to the requirements of 
logic. But to contend that street accidents and logical falla- 
cies are expressive of diminished capacity would not more 
brusquely over-ride the maxim, humanum est errare, than does 
the doctrine that every shell which a man drops on his own toes 
is an index of fatigue. For the rest the question of accidents 
serves admirably to illustrate the value of expert guidance through 
. the intricacies of statistics provided by official records. Thus in 
Ohio, for the year 1915, molten-metal accidents between 10 and 
11 a.m. reached a maximum more than twice as high as the figure 
for the next highest morning hour. The explanation proved to 
be simple—namely, that in the earlier hours the moulds are made, 
while later in the spell the molten metal is cast or poured into 
the moulds. In every case, therefore, the investigator may be 
warned to reject all comparisons of the accidents occurring in 
periods between which there is a definite inconstancy in the 
physically conditioned danger. And such a rejection can only be 
decided on by a careful study in the field of the processes involved. 

It remains only to add that the book is attractively arranged 
and printed, though a few typographical errors have crept in. 
Most of these are unimportant, but the investigator who contem- 
plates a journey to Liége in search of the English Chemical 
Works (p. 86) will do weil to note that the correct designation 
of the firm appears on p. 108. 

C. K. OaGpEN 


Theoretische Sozialékonomie. Von Gustav Cassen. (Leipzig : 
C. F. Wintersche Verlagshandlung, 1918. Pp. xii+582. 
Mk.28.) 


PROFESSOR CassEL’s theoretical work with the above title was 
originally intended for publication in Germany as far back as 
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1914; and part of it was, in fact, already in type when the 
war broke out. The publisher then found immediate publication 
inconvenient ; and it is only after many difficulties—the last being 
the revolutionary movement in Germany—that the first copies 
have finally reached Sweden. As it will probably not be long 
before the work reaches England, and as a work of this kind will 
certainly be especially appreciated in the mother country of 
theoretical economics, it will be worth while to introduce it 
immediately to the readers of this JOURNAL. 

Cassel’s book, which will be completed later on by a 
historical-sociological volume, written by Professor Pohle, 
of Leipzig, is divided into four parts: “A General Sur- 
vey of Economic Life,’ “The Prices of the Factors of 
Production,” “Money,” and “The Theory of Cyclical Fluc- 
tuations.” Jt ends with an appendix containing numerous 
economic data, of which use has been made in the preceding 
theory ; besides which, the author has in two supplements, to the 
first and third books, discussed some economic phenomena 
especially apparent during the war, such as prices and their levels. 
Tn spite of everything, as the author remarks, economic theory has 
held good and has proved adequate on all vital issues. The only 
new element of which political economy has had to take account 
during the war is the rationing system. The question of its 
significance in a social economy which up to the war had been 
mainly determined by free exchange must therefore be treated 
separately (vide the supplement to the first book). Still, however 
much present economic conditions and those of yesterday may 
differ from what “practical men” had considered normal, they 
have not upset scientific theory. Who will now doubt, e.g., the 
close connection between the quantity of money on one side and 
prices and the foreign exchanges on the other? 

It will naturally not be possible to give a fair idea in this 
short notice of the rich contents of Professor Cassel’s book, which 
must be considered as the summary result of a consistent economic 
system, slowly and laboriously worked out during many years. 
Its first traces may be found in the article ‘‘ Grundriss einer 
elementaren Preislehre,’’ published in Zeitschrift fiir die 
gesamte Staatswissenschaft as early as 1899, and criticised by 
another Swedish economist, Knut Wicksell : “Zur Verteidigung 
der Grenznutzenlehre” (in the same journal, 1900). 

Here Cassel, in fact, makes the first bold attempt to abolish 
the classical as well as the modern theories of value, and to lay 
the whole foundation of the system directly on a theory of prices. 
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This has also been the leading idea of his entire work. In 
endeavouring to make the formation of prices the foundation of 
the whole theory, Cassel was led to write a book on The 
Nature and Necessity of Interest (London, 1903), in which he 
considers even interest as a price, determined by the supply and 
demand for waiting. 

I think I am right in saying that the first two parts will be 
of special interest for English economists, and for the following 
reason : Cassel has a different opinion, or, perhaps, rather, a 
different view on numerous questions from Marshall, while Cassel 
at the same time has the highest opinion of Marshall’s fine faculty 
of observation, strictness of argument, and nobility of mind, all 
displayed in the Principles. 

It would, perhaps, lead me a little too far if I should now 
try to review the two systems in their relative position; I will 
only recommend the reader to make the comparison himself.’ 

In the second part the reader will meet mainly the same 
exposition of ‘‘ The Nature and Necessity of Interest ’’ as in the 
- work of 1903, mentioned above. But the author expressly 
retracts his previous concession, that a society without any 
interest is possible. In the seventh chapter the questions of rent 
and prices of raw materials are treated very differently from 
Marshall. Cassel has four factors of production : Labour, Land, 
materials of Nature, and Capital. 

At the end of the eighth chapter, on wages, Cassel has inserted 
a note on the regulation of wages by associations, treated in a 
book entitled Arbetslinens reglering genom samman_ slut- 
ningar (Stockholm: A. B. Nordiska bokhandeln, 1917), by a 
Swedish economist, Gésta Bagge. This work has, I understand, 
been considered by the most competent judges as the only 
thoroughly modern standard and up-to-date work on wages in 
practice and theory.’ 

The note in question, translated, runs as follows :— 

‘‘ As has already been mentioned in the preface, my work 
has a very valuable complement in the work on the regulation of 
wages by means of organisations by the lecturer [at the University 
of Stockholm], Dr. G. Bagge. As this work has hitherto been 
published only in Swedish, it may be well to call attention to its 
chief contents by a few remarks. The method applied by Dr. 


1 I should, however, call special attention to ‘‘The Principle of Scarcity ” 
(in the third chapter) and ‘‘The Mechanism of Prices.’ 
2 It is evident that Dr. Bagge has learnt a good deal from inter alia Pigou’s 


Wealth and Welfare. 
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Bagge consists in his assuming a virtual displacement of wages 
and investigating its effects. This method, which resembles that 
employed in theoretical mechanics, is of the greatest importance 
for the dynamics of economic life, and can be applied especially to 
investigations of wages, as these are solely fixed by perpetual 
displacements of this kind, which again occur from a yet unknown 
state of equilibrium, viz. such displacements as are tentatively 
made by the labourers’ and employers’ organisations. In the 
first chapter the author studies the effects of an increase of wages 
upon the returns of the other factors of production, and answers 
the question in what degree this raising takes place at the expense 
of the other co-operating agencies in the productive process. In 
the second chapter the effects on the selection of the methods of 
production are analysed, and also the importance of the principle 
of substitution made clear. The reactions of an increase of wages 
upon the consumers are treated in the third chapter. The fourth 
chapter considers the effects upon the distribution of working 
power within the community. In the fifth chapter the author 
enters into an investigation of the causes and the significance of 
the non-uniformity of wages, whereupon, in the sixth and 
seventh chapters, he treats very thoroughly the problems of unem- 
ployment and supply of working power. As Dr. Bagge’s 
theoretical method is combined with special knowledge concerning 
organised labour, their demands and their dealings in conference 
with their employers, and as he also is perfectly at home in the 
statistics of the prevailing Swedish collective bargaining, he has 
been well prepared for the subject and has succeeded in com- 
piling a work that may be called a cornerstone of political 
economy, and from which further investigations into this most 
important territory will depart.” 

It must be left for another occasion to review the two last 
parts on “Money” and “Cyclical Fluctuations.” A simple 
enumeration of the chapters will suffice, however, to give an idea 
of the contents : ‘‘ Analysis of the Money System with regard to 
History ’’; ‘‘ Banking Money ’’; ‘‘ Value of Money ’’; ‘‘ Foreign 
Payments”; “Characterisation of the Problem of Cyclical Fluc- 
tuations”; “Their Influence on Production”; “Influence on 
Work’’; ‘‘Influence on the Durable Material Productive 
Agents ’’; ‘‘ Influence upon Prices, Distribution of Income, and 
Supply of Capital ’’ ; ‘‘ Influence on the Capital Market ’’ ; ‘‘ The 
Determining Causes of the Cyclical Fluctuations.” 


The present work is in perfect accordance with economic 
principle in attacking the central problems of science very 
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directly ; and it will probably, in more than one respect, be of - 
fundamental importance. In a few cases, however, the author 
may have gone too far when criticising the prevailing theories, 
inasmuch as, ¢.g., the theory of value will certainly still be help- 
ful at least with regard to investigations into special] domains of 
science. 
FaBlAN VON KocuH. 
Djursholm, Sweden 


Documenti Finanziari degli Stati della Monarchia Piemontese 
(Seculo XVIII.), raccolta pubblicata sotto gli auspici del 
Ministero del Tesoro: Serie I. Illustrazioni storiche e Docu- 
menti—Vol. III. Problemi monetari e bancari nei secoli 
XVII. e XVIII. By Professor Giuseppe Prato.  (4to. 
Turin, 1916.) 


THIS instalment of the magnificently produced series of mono- 
graphs upon various aspects of the economic history of Piedmont 
is fully worthy of its predecessors. It is a matter of regret that, 
in this country with its surpassingly rich stores of similar material, 
we have nothing which even faintly approximates it. ‘he series 
is under the patronage of the Minister of the Treasury and the 
general editorship of the University of Turin. It is produced in 
royal quarto size with ample margins, so that the volumes repre- 
sent economic history de luxe. Last, but by no means least, the 
editorship has been fortunate in securing the co-operation of 
scholars of acknowledged eminence. It is to be hoped that some 
time, even yet, our Government may move in a similar direction 
under the editorship of the British Academy or some similar body. 
Thus, instead of the capricious references to our past financial 
and commercial history which, while in many cases excellent as 
far as they go, are buried in unhandy blue books, it would be 
possible to secure a series worthy of the subject. Certainly, if 
that time comes, those in charge of the production of the series 
could not do better than to take that now under review as a 
model. 

Much as Professor Prato’s work is appreciated in this country, 
he has not yet secured the full measure of recognition which is 
his due. He is rapidly becoming recognised on the Continent 
not only as one of the leading economic historians of the time, 
but also as a writer who has probed very deeply into many of the 








338 THE ECONOMIC JOURNAL [SEPT 


baffling and complicated problems which have arisen during the 
late war. The present volume is a tribute not only to his powers 
of research, but also to his literary skill. One wonders how the 
economic history of Piedmont during the seventeenth and 
eighteenth centuries, with special reference to banking and 
finance, should be written. The development of commerce and 
finance in particular all over Western Europe owes much to Italy, 
but Piedmont was left behind. The inertia of its people was 
almost proverbial; they had the agriculturist’s instinctive dread 
of what was new, there was but little trade in exports, and, above 
all, wars were so frequent that the reign of Charles Emanuel I. 
was “a mere parenthesis of tranquillity.” Thus, when schemes 
were framed for financial operations in the latter part of the 
seventeenth and during the eighteenth century, these were often 
based on the experience of other countries, e.g., France, Great 
Britain, and Holland. It follows that a complete study must 
inevitably contain a large comparative element, and the thorough- 
ness and penetration of this make the book of particular value, 
which is in no way indicated in the title. Not only actual enter- 
prises in Piedmont are described, but also a vast number of 
schemes which never came to fruition in their original form. 
Large stores of MS. material and pamphlets have been drawn 
on for material, and many interesting and valuable conclusions 
emerge. It is only possible to quote a few specimens. In the 
scheme for a Company of Commerce in Nizza (1748) there was 
the extraordinary provision that ownership of shares was to be 
on the tontine principle, viz., that as each shareholder died his 
shares reverted to the surviving shareholders. In another no one 
might become a shareholder whose property did not amount to 
T..100,000. In a third it was declared that the holding of shares 
did not injure the gentility of those who subscribed. In a Portu- 
guese company there was the provision—as Professor Prato slyly 
remarks, truly platonic—that each year 1.500 should be spent 
on masses and 1.500 on charity. Perhaps someone, like Ashton, 
may dig out from early records of companies some of the instances 
of humour and pathos which abound. Certainly several instances 
of the former will be found in this volume, as, for example, the 
memorial of Torretta, in which he apologises for his “villainous 
writing” and sends a “translation” of his memorial. Anticipa- 


tions of later developments are numerous. Piedmont suffered from 
an excessive issue of paper money, and, as Professor Prato says 
neatly, “convertibility fell into desuetude ”—a phrase that might 
be of service to some of our modern writers on currency 
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questions. Even Mr. Hartley Withers seems to have been 
anticipated in the Tabella delle degradazioni della lira, though 
in this case the date is the end of the eighteenth century and 
the lira that of Piedmont. 

The comparative treatment of financial questions is the most 
valuable part of the book te English readers. It is packed with 
parallels, well digested, and with the inferences cautiously drawn. 
I know of no book where the financial organisation during the 
period has been so well focussed and clarified. On the vexed 
question of the origin of joint stock companies there is much that 
is interesting, though, wisely, I think, the author draws no 
definite conclusion as to a possible connection between the gild 
and later forms of association. He is certainly wrong in saying, 
no doubt by a slip, that the East India Company was a regulated 
one. In reality, the question as between regulated and joint stock 
companies has suffered by that fixing of names to which Locke 
drew attention as a frequent cause of fallacy. The two types 
were not totally distinct, strictly speaking, in the sixteenth cen- 
. tury (and early in the seventeenth) ; there were companies mainly 
regulated and mainly joint stock, but a pure example of either is 
difficult to discover. The Merchant Adventurers of England is 
supposed to be the prototype of regulated companies, yet joint 
stocks were found within it. On the other hand, while the East 
India Company from its foundation was on a joint stock basis, 
at the same time it had traces of the regulated form. Freemen 
who did not adventure in any particular voyage, yet would be able 
to take part in certain of the transactions of the company. 

Perhaps, if there is complaint to be made, it is that one has 
the impression that Professor Prato’s own judgment is sounder 
than that of some of the authorities on whom he relies. A 
quotation taken from J. A. Hobson’s Modern Capitalism as to the 
range of investment in England is so inaccurate as to be non- 
sense. If Thaller’s generalisation as to the defects of the com- 
panies of the period is to be applied generally, as appears from 
the context, I should be inclined to doubt it. It is to be remem- 
bered we know very little about the methods and the mistakes 
of the contemporary one-man business or small partnership, and 
it is with these that a comparison should be made. It is easy 
for a later generation to see the mistakes of its predecessors. As 
Professor Prato indicates, it will not be necessary to wait so long 
for many of those of the last five years to be revealed. Even 
already those of Governments are naked, but not yet ashamed. 

W. R. Scorr 
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Economic Phenomena Before and After War. A _ Statistical 
Theory of Modern Wars. By StavKo Srcrrov, Ph.D., 
M.Sc. (Econ.). (G. Routledge and Sons. 1919. Pp. 226. 
10s. 6d. net.) 


Dr. SECEROV supports the theory that war is related to 
economic phenomena very much in the same way as a thunder- 
storm is related to the distribution of barometric pressure, though 
he does not use the analogy. Under certain circumstances there 
is absence of economic equilibrium ; the balance is upset, the air 
is cleared, and newly distributed forces again have their regular 
effect. Like a skilled meteorologist he diagnoses the conditions 
which lead to the catastrophe and finds them latent in the pro- 
gress of industrial civilisation. In an industrial nation capital 
increases and needs an outlet, which is found in the production 
of secondary (or non-necessary) instead of primary (or necessary) 
goods; “but the consumptive capacity of the community for 
primary goods is increasing on account of the rising standard of 
life of large masses, and the same is the case with secondary 
economic goods. The consumptive capacity of industrial com- 
munities for primary and secondary goods cannot be satisfied at 
the same rate, and they can therefore do this only if finding com- 
munities supplementing them with food and raw material and 
taking in exchange the secondary economic or capital goods.” 
Hence we get a pressure for the discovery of foreign markets, a 
tendency to luxury in industrial countries, a relative neglect of 
the production of the means of life, and a pressure of population 
upon subsistence. “The production of secondary goods very soon 
overtakes the demand of a limited area, and therefore there is a 
need for supplementing the community by new areas producing 
primary economic goods,” and equilibrium becomes unstable. 
“Equilibrium is effectively re-established by war,” a pronounce- 
ment which may bring consolation to the critics of the peace 
treaties. Before a war may be noted: ‘“‘(1) A decline of the rate 
of natural increase of population. (2) A rise of consumption per 
head. . . . (3) The disproportionate production of primary as 
compared with secondary economic goods and in consequence a 
rise of prices of primary goods.” After a war are found: “(1) A 
decline of consumption and lowering of the standard of life. (2) A 
rise of the rate of natural increase. . . . (3) A proportionate rise 
in the production of primary economic goods and decline of 
secondary. .. .” 

The theory, thus stated, is illustrated by very copious and 
laborious statistics relating to growth of population and changes 
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of consumption before and after the Franco-Prussian War, the 
South African War, and the Russo-Japanese War, and in the 
period 1910-14. Whatever may be thought of the sufficiency of 
the theory for accounting by itself for the phenomena, there is 
evidence that the statistics tend to show the six movements just 
enumerated ; the correlations are established, if not the causation. 
From another point of view we may welcome the book as showing, 
in a singularly compressed form, how far world statistics are avail- 
able for analysis on a grand scale; it appears that primary 
statistics, relating to population, production of food and raw 
materials, and external trate are generally forthcoming, but 
statistics of production of manufactured goods and luxuries, and 
of prices to the consumer are very imperfect. 

The work is well documented and gives evidence of very 
laborious preparation. The author, who is a Serb, has evidently 
found linguistic difficulties and is not always easy to follow; but 
a reader, who pays close attention to his line of reasoning, will 
find it logical, and will be rewarded by the view obtained of general 


quantitative economic movement. 
A. L. BowLey 


Keonomic Effects of the War upon Women and Children in Great 
Britain. By IRENE Oscoop ANDREWS and MArGARET A. 
Hosps. (New York: Oxford University Press. Pp. 190. 
1918.) 

Tus little volume, issued under the heading of “ Preliminary 
Economic Studies of the War” by the Carnegie Endowment for 
International Peace, is a useful general review, from across the 
Atlantic, of the industrial effects of the war on English women 
and children. It is based chiefly on official sources, the printed 
reports issued by many Government departments, supplemented 
by special reports forwarded to America and given verbally by 
representatives of successive “missions” sent to the United 
States during the war. From this material, with certain addi- 
tions from outside interests as varied as the British Association 
and the National Federation of Women Workers, we have a read- 
able and quite unbiassed account of the supply of women’s labour 
for new work during the war, their training, their control under 
the Munitions of War Act, the progress of labour dilution, the 
extension and partial restriction of hours of labour, the develop- 
ment of welfare work, and the special effects of the war upon 
child labour and life, up to the autumn of 1917. 

There is a brief but good chapter on women’s wages, in which 
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the authors have threaded their way with much skill through the 
labyrinth of the women’s wages orders of the Ministry of Muni- 
tions, and the different forms of “substitution.” Very much less 
difficulty was anticipated in 1917 in connection with the substitu- 
tion of women for men in America, partly because it appeared 
likely to take place on a much smaller scale in proportion to the 
population of the respective countries, partly owing to the much 
smaller strength of Trade Union restrictions in the States. 
“ Accordingly,” conclude the writers, “perhaps the most valuable 
conclusions America can draw from the situation is the some- 
what general one of the wisdom of securing the co-operation of 
labour in making industrial changes by which it is vitally 
affected” (p. 67). 

The report is admittedly “preliminary,” and would probably 
appear in different form if written in 1919. On the whole the 
authors escape with considerable success one pitfall of writing 
contemporary history (and especially industrial industry) from 
documentary sources—that of losing proportion. They have, 
however, very much overweighted the oppressive influence of 
munitions tribunals on the woman worker, and the figures quoted 
in illustration on p. 88 are quite fallacious, unless “1916” is a 
misprint for “1915.” 

There are a certain number of other inaccuracies, though they 
are not of sufficient importance to detract seriously from the 
practical value of the book. 

Thus, the National Advisory Committee did not merge in 
the “Central Munitions Labour Advisory Committee” in 1915 
(p. 50); the first issue of the Order under D.O.R.A. for the pre- 
vention of “labour stealing” was in April, 1915, not, as is 
implied, in February, 1917 (p. 72); Sunday work was not “ prac- 
tically abolished” in munition works on the North-east Coast in 
1915 (p. 118); the munition-workers’ hostels, especially those for 
women, were much more successful than the account implies. 
And, in discussing the effects of strike prohibition (p. 83), the 
figures selected give, unintentionally, a wholly wrong impression. 
If the period of the first six, instead of the first five, months of 
the year were taken as a basis of comparison, it would be seen that, 
by the Labour Gazette figures, the strike statistics for 1917 were 
very much larger than those for 1916, and that in the engineering, 
shipbuilding, and metal trades the days lost in the first period 
were more than twice as many as those lost in the corresponding 
period of 1914. 


C. V. BUTLER 
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Co-operation in India. By Henry W. Wourr. (London: W. 
Thacker and Co. Pp. 346.) 


Mr. WOLFF has written for the instruction of people in India, 
and especially of officials of the Indian Government. ‘This is 
evident from the fact that_a knowledge is presupposed of the 
history and scope of the co-operative movement in India and of 
the provisions of the Acts of 1904 and 1912. It is also indicated 
by the rigorous exclusion of sterling in favour of rupees and by 
the frequent employment of vernacular terms. Possibly this is 
carried to an unnecessary length when “the late Vicar of Ealing ” 
is represented as addressing a peccant parishioner as follows: 
“Why do you not repay me, when you pay your kists so regu- 
larly to your Self-Help Society?” 

Registrars of co-operative societies in India could probably 
find most of what the book contains expressed or implied in the 
author’s well-known treatise on People’s Banks. But when the 
last edition of that useful work was published in 1910 co-operation 
had only been at work in India for four and a half years. During 
‘the subsequent nine years Mr. Wolff has watched the growth of 
the movement, which may fairly be described as remarkable, and 
has kept himself in close touch with local developments. It is 
well that his final conclusions should have been put on record, 
for he has every qualification except personal knowledge of the 
country for assuming the réle of adviser. The present book may 
be regarded as consisting of sermons by a very competent preacher 
of the pure gospel of co-operation, and, when this is understood, 
a little discursiveness may be excused. But, having printed on 
pages 213 and 214 an extract from a registrar’s annual report, it 
was hardly necessary to repeat it on page 215. 

In the special chapter in People’s Banks devoted to “ Co-opera- 
tive Credit in India” statistics were quoted showing the position 
in June, 1909. There were then in existence 2,008 societies with 
184,897 members and a working capital of 80% lakhs (£537,856). 
Mr. Wolff considered this ‘‘a record which has nowhere yet been 
equalled within the very first stage” (People’s Banks, p. 519). 
But the figures are insignificant compared with those for 1918, 
when the latest official return records 26,465 societies, 1,055,244 
members, and a working capital of 1,440 lakhs (£9% millions), 
of which only 16 per cent. (£155,000) represented money 
advanced by the State. 

As in Germany so in India the first task of co-operation wae 
to provide credit on reasonable terms to peasants and artisans, 
and to prove that the character of the applicant and of his sureties 
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and the proposed employment of the money might safely be 
accepted as security for repayment. The business of nine out of 
ten societies is still the making of advances to their members, but 
some have begun to combine with their principal function the 
purchase of implements and seed, and even of certain household 
necessaries. Other societies have been started whose special 
object is the co-operative insurance of cattle, the purchase of raw 
material for weaving, etc., or the sale of crops and manufactured 
articles. These are developments of which Mr. Wolff heartily 
approves, and he would welcome the remark of the Panjab 
Registrar that “the old idea that co-operation is money-lending 
has disappeared, and the fact that we are engaged upon the 
revolutionary task of rural reconstruction is becoming more fully 


recognised.”’ 

While not slow to point out what he considers deviations from 
the straight road, Mr. Wolff is prepared to approve, and even 
to applaud. Official control seems to him a drawback only to be 
accepted on the score of necessity arising from the prevailing 
illiteracy of the rural population. He acknowledges the care taken 
to avoid the evils which State aid has in his opinion produced in 
Europe. On his advice the Indian Government rigidly limited 
the amount and duration of financial assistance. Moreover, as 
Mr. Wolff points out, unlike the Governments of France and 
Germany, it has had no political axes to grind, and its sole object 
has been the welfare of the movement. But he would like, as 
soon as possible, to limit Indian registrars to the function per- 
formed by the Registrar of Friendly Societies in England, namely, 
“to see that the precepts of the law are carried out, and that 
balance-sheets are issued, and that those balance-sheets are 
correct.” Local inspections to ensure that the business of a 
society is conducted with care and on co-operative lines should 
be the function within each society of a Council of Supervision, 
and outside it of officials appointed by unions and federations of 
unions. Admittedly Councils of Supervision are at present 
impossible. Many societies belong to no union, and, where unions 
exist, their chief function in some parts seems to be the guaran- 
teeing of advances made by central banks to local societies. This 
is condemned as an abuse, on the ground that it weakens the 
responsibility both of the receiving society and of the disbursing 
bank. 

The day when Mr. Wolff’s ideal can in India be realised is 
probably a distant one. A few years ago it was doubtful whether 
the feeble co-operative credit movement in England owed any- 
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thing to the Registrar except an elaborate form of annual state- 
ment, which some not unintelligent local secretaries were wholly 
unable to tackle. Possibly something simpler has since been 
evolved. But it is certain that co-operation would never have 
taken root in India had the action of the State been limited to 
a yearly audit in a central office, and that it would collapse if any 
attempt were made to precipitate the solution which Mr. Wolff 
desires. 

There is a small error on page 44. Mr. (now Sir Edward) 
Maclagan was not the author of the Panjawar experiment. Its 
interest lies in the fact that it was a purely unofficial movement 
started in his own village by a Rajput headman six years before 
Mr. Maclagan founded two rural banks in the Multan district 
and twelve years before the Act of 1904 was passed. 

J. M. Dovlr 


Effects of the War upon Insurance, with Special Reference to 
the Substitution of Insurance for Pensions. By Wit.iam F. 
GEPHART. (New York: Oxford University Press, American 
branch. Pp. 298.) 


THIS is a volume issued by the Carnegie Endowment for 
International Peace, and is one of the preliminary economic 
studies of the war. It was written, evidently, some time before 
the conclusion of the war, and the statistics, therefore, are far 
from up to date. All kinds of insurance are dealt with, both 
American and foreign. The American Army insurance policies, 
which were adopted in order to avoid a repetition of the experience 
with pensions after the Civil War, are fully explained. Pre- 
sumably a further volume will be issued in which the full effects 
of the war on the various kinds of insurance business can be 
more definitely shown, and it may be hoped that the alteration in 
the value of money, which is a very big war effect, and to which 
some reference is made, will be further discussed. 

C. F. BICKERDIKE 


Foreign Exchange Explained. By FRranxutn Esner. (New 
York : The Macmillan Company. Pp. 219.) 


THIs is an elementary manual, explaining the general prin- 
ciples and a good deal of the practical working of foreign exchange 
business, but not concerned with the economic theory of inter- 
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national trade. A good deal of attention is given to the different 
kinds of bills, and reproductions of some of them are given. The 
various ways in which the import business of New York is con- 
ducted is explained in some detail. Disputable questions which 
would involve going into economic theory are not dealt with. The 
markets are all dealt with on the pre-war basis of substantially 
gold currencies, the only exception being the silver-using country 
of China, to which a chapter is devoted. The reasons why 
sterling drafts on London are so much used in financing trade 
between other countries are rather briefly discussed, but the 
essential point is clearly shown, that it is mainly a question of the 
rate of discount, together with the existence of a large competi- 
tive market for all the world’s currencies. The war has led to 
an increased use of dollar credits in connection with the trade 
of the United States, and the opinion is expressed that some of 
that has come to stay, but there is a commendable absence of 
vague phraseology about “capturing the international money 
market.” In fact, one might have reasonably expected more con- 
fident predictions regarding the future trend of international 
trading finance, in view of the considerable change which must 
have taken place in regard to American ability to compete with 
London for the business of lending credits for international 
transactions. 


C. F. BIcKERDIKE 






































NOTES AND MEMORANDA, 


THE READJUSTMENT OF GERMAN FINANCE BY MEANS OF A CAPITAL 
Levy.*—Il. 


As in the case of Professor Diehl’s article, we can here repro- 
duce in part only Professor Heinrich Dietzel’s article, entitled 
“Abbiirdung der Kriegsschuld.” ? He opens the discussion of his 
subject, the discharge of the war debt, by pointing out that the 
choice between a huge non-recurring levy on property and taxation 
falling heavily on the non-propertied classes for a long period, is 
not the only alternative. The contribution of the propertied 
classes might be extended over a period of years. Considering 
first the levy for the extinction of debt from the standpoint of 
economic expediency, he finds that the levy has against it only 
the great disturbance which it would occasion; otherwise, its 
purely economic effect would be much the same as that of taxation 
for the service of the debt. He then goes on to criticise the 
project from the standpoint of equity in taxation. A large part of 
this criticism is reproduced below. 

A levy on property cannot but operate with extreme irregu- 
larity, for one reason because the mobilisation of the amount due 
would be much easier for some classes and groups than for others, 
and would injure their economic position less. 

This mobilisation can be effected either by the sale of property 
or by borrowing on it. 

It is common to both methods that the future income of the 
contributor is diminished : if a man parts with real estate to the 
value of 100,000 marks, he is poorer by so-and-so many marks 
which he would have derived from the management of his 
property; if he takes out a mortgage of 100,000 marks, he 
is poorer by the so many marks which he has to pay the mort- 
gagee. 

The future income sinks also if instead of a levy once for all for 
the extinction of debt it is recurring taxation for the service of 
the debt that presses ; to this extent—as should never be left out of 
sight in discussing the issue: single versus recurrent payment— 


1 For the first article see Economic JournaL, March, 1919. 
2 Published in Die Neuordnung der deutschen Finanzwirtschaft (Schriften 
des Vereins fiir Sozialpolitik 156 Band), Duncker und Humblot, 1918. 
AA 2 
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there is no difference between the ‘‘ terrible end’’ and the 


““ endless terror.’”* 
The loss of income, however, differs in amount according as 


the levy is paid in the one way or the other; and it makes a 
difference whether the State has recourse to recurrent taxation 
or to the single levy ; in some circumstances the difference is very 
great. 

That a levy on property would arouse opposition because of the 
difficulties of mobilisation was foreseen by Ricardo. After 
emphasising the point that a man ‘‘ would be equally rich 
whether he continued to pay £100 per annum or at once, and 
only for once sacrificed £2,000,’’ he goes on to ask who will lend 
the £2,000 to the man who has to pay it. ‘‘ The answer is plain : 
the national creditor will want an investment for his money, and 
will be disposed either to lend to the landholder or manufacturer, 
or to purchase from them a part of the property of which they 
have to dispose. To such a payment [as that of the levy] the 
stockholders themselves would largely contribute.” ? 

Here we have laid bare the inner nature of the process which 
goes on in the national economy as a consequence of measures 
taken for the liquidation of public debt. Since on the side of 
the national creditors just as much money is set free as is required 
for the payment of the levy, there is no manner of doubt that the 
contributors as a whole would be put to no strain.* Yet the man 
against whom “‘ one enters the lists only hat in hand ’’ (Lassalle) 
forgets to differentiate, omits to inquire how the levy would hit 
the different classes or groups of contributors; he thus overlooks 
the fact that this impost would necessarily operate unequally. 
The answer which he gives is clear and in itself correct, but it 
does not meet the argument from mobilisation. 


1 G. Gothein in the periodical, Hilfe, of January 25th, 1917. 

2 Ricardo, Principles of Political Economy and Taxation, Ed. 3 (1821), 
Chap. XVII., p. 288. 

3 No one in our country seems to see that the policy of debt extinction 
comes to this, that—as I have expressed it above—the creditor of the State 
becomes the creditor of the contributors or their successor in the ownership 
of their property. Who now reads the ‘‘abstract” Ricardo? Who reads him 
even as far as Chap. XVII., where, under the head “Taxes on Other Com- 
modities than Raw Produce,” the best is to be found that has as yet been said 
on the economic nature of the contracting and the extinguishing of public 
debts? In both camps, that of the opponents as well as of the advocates of the 
levy, there has been a failure to understand that ‘‘to such a payment [as of 
the levy] the stockholders themselves would largely contribute.”” I have often 
met with the emphatic assertion that it is ‘‘out of the question that the levy 
should be paid in cash”; that out of the national wealth ‘‘nothing approaching 
so large a sum could be extracted in cash, even under the severest application 
of the taxation screw.” Were, then, the Loans subscribed in cash? 
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1. Sale of Properties. 


Up to the present—apart from that wholly misleading argu- 
ment as to the paralysing of the ‘‘ reproductive power of the 
national economy ’’—the chief part in the campaign against the 
levy has been played by the objection that ‘‘ forced sales of land, 
houses, factories, etc., on the largest scale would be the inevitable 
consequence,”’ that in numberless cases ‘‘ mutilation of working 
capital ’’ would have to be feared.’ 

But if the argument from mobilisation is put so; if the sale of 
productive property is represented as the method of satisfying 
the Treasury which would be most commonly forced upon the 
contributor, then the answer is easy. The advocates of the levy 
can point out that no landlord, manufacturer or trader thinks of 
proceeding in that way if any other mode of extricating himself 
is open tohim. By the sale of productive property the system of 
management is thrown into confusion, the scale of operations con- 
tracted, and profits correspondingly diminished. Whoever can 
borrow, at a moderate rate of interest, the sum demanded from 
him by the Treasury, surely gives the preference to this course. 

Assume a manufacturer has 100,000 marks, all locked up in 
his business : as the rate for properties of this amount is 10 per 
cent.,” his liability under the levy is 10,000 marks. If he now 
sells for 10,000 marks a part of his factory buildings or of his 
machinery, then—if he has hitherto worked with a profit of 10 per 
cent.—he loses income through the levy to the extent of 1,000 
marks. But if he can borrow the 10,000 marks at 5 per cent. or 
6 per cent., the loss is only 500 or 600 marks. Ricardo is again 
entirely right when he represents mortgage as the normal method 
of meeting the tax obligation.* 

That every man of business would be at the greatest pains to 
avoid the ‘‘ mutilation of his working capital ’’ is beyond question. 
If a wholesale disposing of estates, etc., is predicted as an “‘ inevit- 
able consequence ”’ of the levy, it is because something is assumed 
which ought first to be proved, namely, that borrowing would be 
impracticable, or possible only at a rate of interest exceeding the 
rate of profits. The situation which would really arise is treated 
of below. It is enough here to observe that in some cases the 


1 Friedberg, ‘‘ Abbiirdung von Kriegsschulden.” In the Berg. Mark Zeitung 
of January 8th, 1917. 

2 Here, as in what follows, it is assumed that the levy begins at 5 per cent., 
rises to 10 per cent. for medium properties, and to 20 per cent. and over for 
large properties. 

3 Cf. the quotation given above. 
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policy of debt extinction certainly would lead to the sale of pro- 
ductive properties. This method would often be more rational 
than mortgage—e.g., in the case of many estates beyond the Elbe 
which now suffer from plethora of land.’ But in general mort- 
gage, at the normal rate of interest, would be the more rational 
course. 

Property consisting in articles of consumption—this question 
would arise for rich persons owning valuable jewels, pictures, 
statues, Persian carpets—would also be sold only exceptionally. 
For if such sales took place on any considerable scale there would 
be so violent a fall of prices in the art market that only a few 
would employ this method of meeting their liabilities. 

On the other hand the policy of debt extinction would infallibly 
lead to the sale of interest-bearing property ? on a very large scale. 
The owner of securities, obligations, e.g., mortgages,? would dis- 
charge his debt to the Treasury by realising as much of these 
as was necessary; unless, indeed, he calculated on a rise in 
value—borrowing would then again become the more rational 
method. 

Those who hold war scrip hand it over in payment; for these 
this is the simplest and cheapest way out of the difficulty. The 
State, indeed, must favour this method of mobilisation by paying a 
higher price than the current quotation on the market.* But only a 


1 The great and good cause of home colonisation would receive an impetus 
from “amputation ’’; to this extent it would certainly deserve to be credited 
with a fortunate economic result. 

2 By this I understand all property which, in contrast with productive pro- 
perty, plays no active part in the carrying on of a business, so that its surrender 
entails no diminution of profits. 

3 Interest-bearing property includes also lands and houses let to tenants. 
To sell land leased to another is in general less disadvantageous economically 
than to part with land farmed by the owner; to part with a house let to 
another is a smaller loss than to sacrifice a part of one’s factory buildings or 
machinery. But the sale of interest-bearing properties of this kind could 
hardly assume great dimensions; the same reason would apply as in the case 
of articles of consumption. Where a mortgage is possible (cf. below), the 
proprietor would raise one. 

4G. Gothein (loc. cit.) thinks that the levy “would necessarily be for the 
most part paid in War Loan! for the sake of favourably influencing its price, the 
5 per cent. war scrip would, as in the case of the war profits tax, need to be 
reckoned at par.’’ Would this be really necessary? 

The contributors have an interest at the outset in using their war scrip for 
payment so far as they can; they thus avoid the realisation of other securities, 
the market value of which might be depressed, and they equally avoid the 
other, more costly, methods of mobilisation. 

And since after the war—for how long a time cannot be prophesied, but 
certainly for quite a series of years—the market value of war scrip would stand 
several points below par (cf. my article, “Krieg und Sparpflicht,” Conrad’s 



































1919] READJUSTMENT OF FINANCE BY MEANS OF CAPITAL LEVY 351 


part of the contributors have war scrip; only a small part have as 
much as will pay their contribution to the levy. Although the war 
debt is more highly ‘“‘democratised ” than the peace debt was before 
it, yet—as is obvious from the statistics—a quite considerable pro- 
portion of war scrip is concentrated in a few hands. The number 
of those who can effect the necessary mobilisation by the easy 
method of handing over war scrip forms only a negligible quantity. 

The man who has other securities, mortgages and so on, at 
command must begin by looking for a purchaser. But—except 
where he calculates upon a rise in value—it is beyond question 
that the sale of such assets commends itself to him in preference 
to the mutilation of his productively invested capital, as a rule also 
in preference to borrowing on the security of it, which places him 
in a possibly embarrassing position of dependence. 

That securities and obligations would be offered for realisation 
in huge masses, is certain. Would, then, the levy, which has 
been described as the ‘‘ annihilation of property,’’ result in a fall 
of quotations all along the line, and a general depreciation of 
mortgages? 

By no means. For those from whom the State has to buy 
back the remainder of the 50 milliards by which the debt is to be 
reduced must surely reinvest the money which they receive.’ 
The narrower the limits within which payment by war scrip is 
confined—and these limits will be the narrower the larger the pro- 
portion of the total war scrip which is held concentrated in a few 
hands—the greater no doubt will be the extent to which other 
kinds of holdings will be realised by the contributors. But just 
so much greater, on the other hand, will be the need for reinvest- 
ment on the part of the paid-off creditors, those whose holding in 
war scrip exceeds their liability under the levy. If the contribu- 
tors, then, for the purpose of meeting their liabilities throw upon 
the market a mass of Consols, obligations, secured bonds, and 
shares, the paid-off creditors will be there to take them up. 

The result to be feared would not be a general depreciation, 
but a possibly deep and far-reaching dislocation of values. Securi- 
ties for which the paid-off creditors had a special ‘‘ fancy ’’ would 
rise in response to their demand; the others would fall through 


ce 


Jahrbuch, 1916, July No.), such a concession would cost the Treasury fairly 
dear. If it were not to involve an indefensible privilege for the holders of war 
scrip and impose an additional burden on the mass of contributors, the former 
would have to pay at a higher rate—the higher, the greater the difference 
between face value and market value—supposing the loans redeemed at par and 
the levy still required to produce 50 milliards. 

1 Cf, the quotation from Ricardo given above. 
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being offered in too large quantities by the contributors. The man 
who has the good fortune to be able to realise the former comes 
off much better than the man who is unlucky enough to have to 
realise the latter. Assume that A and B—both of them mere 
rentiers—have each-of them property worth 400,000 marks before 
the levy ; they have to pay 80,000 marks each. But A, having on 
hand just the kind of securities favoured by the paid-off creditors, 
nets a profit of 2,000 marks; B books a loss of 2,000 marks : after 
the levy—as a consequence of the effect produced by it on the 
security market—B’s property is less than A’s, although the 
Treasury has extracted the same sum from both.’ 

The levy works unequally. It costs those least who clear their 
liability with war scrip. Those who are compelled to place their 
securities on the market pay in general more; and the group 
B, for which the market is unfavourable, pay possibly a great 
deal more than the group A. 

But as a whole the rentier class, whose property as a rule can 
be realised easily and at little cost, would be a privileged class. 
The levy would impose upon it smaller losses of income than upon 
the majority, the entrepreneur class, which must either borrow or 
have recourse to the ultima ratio of selling working capital. 


2. Borrowing. 


While the “great seisachtheia” would create within the rentier 
class an unexampled necessity for realisation, it would equally 
create within the entrepreneur class an unheard-of need for credit. 

But just as little as the wholesale realisation of securities would 
bring about a fall of quotations along the whole line, so little 
would wholesale borrowing bring about a general rise in the rate 
of interest.* For hand in hand with the gigantic demand for loans 
which would be raised by the contributors to the levy there would 
go a gigantic profler of loans on the part of the paid-off creditors. 
A large proportion of the latter would be obliged to lend to the 
former in order to put to profitable use the sums received by them 
from the State on the sale of their war scrip. 

If these paid-off creditors began by insisting on reinvesting 


1 If mortgages attract the preference of the paid-off creditors, those con- 
tributors who have invested their funds in mortgages profit by the rise in 
values, and holders of securities come off on the whole worse. In the reverse 
case the former are hit harder than the latter. 

2 The fact that the opponents of the levy have not yet brought on the scene 
the spectre of an increased rate of interest is probably due to their assuming 
without examination that the entrepreneur class would respond to the levy by 
the ‘‘mutilation of working capital ’’; cf. above. 
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their liberated capital in securities, a boom would follow such as 
history has never recorded. Imagine for a moment what it would 
mean if within a short time the Treasury were to take off the 
market a few dozen milliards of War Loan.’ The sellers of Loan 
would soon be tired of scrambling for other securities still left on 
the market ; they would hecome willing to lend—directly or in- 
directly through the medium of credit institutions—to those con- 
tributors who would wish to meet their liability to the Treasury 
by borrowing. 

The wholesale borrowing set on foot by the levy would in itself 
bear no character of menace; it would simply come to a trans- 
formation of the national war debt into a series of private debts. 
Money to lend would be there in abundance, enough for the whole 
of those who wanted it. Only—some would obtain it on far more 
favourable conditions than others. 

Within the entrepreneur class the levy would operate still more 
unequally than within the privileged rentier class; for the former, 
the levy would mean a greater, generally a much greater, sacrifice 
than taxation imposed to pay interest on the public debt. 

At the time when the State contemplated taxing successions at 
quite moderate rates—1 to 14 per cent. in the case of small succes- 
sions—a storm of indignation arose over the “‘ nail in the coffin of 
the small-farmer class,’’ which was supposed to be threatened with 
interest-slavery. But by the projected succession duties of 1908 
only a small fraction of the entrepreneur class would have been 
obliged to borrow, and that only to a small extent : the tax was 
intended to-bring in less than 100 million marks.” A levy on 
property such as that now proposed, with rates varying from 5 to 
20 per cent. or more, would force millions of farmers, etc., to seek 
loans to the value of many milliards. 

There is certainly a difference between the ‘‘ tax on widows 
and orphans ’’ and the property levy. The first would have in- 
volved an additional burden on the contributor, the second would 
not. For the man who because of the levy assumes the obliga- 
tion of paying interest to a private person rids himself, thanks to 
the levy, of the obligation of paying taxes for the provision of in- 
terest on the State debt. If he obtains a loan at 5 per cent., the rate 
of interest borne by the State debt to be cancelled, the levy, though 
it has entailed “interest-slavery,” makes him no poorer than recur- 
rent taxation would have done. But will he obtain such a loan? 

If, now, his income does not shrink in the sequel, he is cer- 


1 Uf. above. 
2 Uf, my work, Reichsnachlasssteuer oder Reichsvermégenssteuer, 1909. 
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tainly ‘‘ good’’ for the interest; his liability to pay interest, at 
5 per cent., binds only so much income as is set free from national 
debt taxation. If he can pay these taxes to the State—and the 
tax-collector sees to that—he can do his duty by his private credi- 
tor. And if his property does not shrink in the sequel, he is also 
‘good ’’ for the capital. In short, if his economic position 
remains the same he becomes no less worthy of credit ; nor does 
he lose the possibility of obtaining credit, since, as has been said 
already, money to lend is there in abundance. 

Suppose a farmer has 40,000 marks. Since for properties of 
such dimensions the rate is 10 per cent., he is assessed for the 
levy at 4,000 marks. For the purposes of national debt taxation 
he would have been assessed at 200 marks (we suppose, here as 
elsewhere, that the single levy and the recurrent tax are calculated 
on equivalent bases, so that the single payment exacted by the 
first is equal to the capitalised value, at 5 per cent., of the annual 
payments exacted by the second). If he obtains the 4,000 marks 
at 5 per cent., the ‘‘ property-annihilating law ’’ pinches him no 
more severely than the “income-annihilating tax.” Just as he 
would have been compelled to spare for the Treasury the 200 marks 
claimed by the latter, so he can scrape together the 200 marks 
which, as a consequence of the former, he owes to a private person 
as interest. If the lender to whom the farmer applies under the 
stress of the levy is satisfied that the economic position of the 
borrower will remain unchanged in the future, will in no case 
become worse, then-he can afford to lend at 5 per cent. 

But the bright and the dark lots are hidden in the womb of the 
times. Therefore a loan at 5 per cent., perhaps even less, will be 
received only by such entrepreneurs as can give first-class security. 
The others will either obtain loans only at rates exceeding 5 per 
cent. or will not obtain them at all. The weakest contributors 
will be driven to the ‘‘ mutilation of working capital.”’ 

Most favoured, then, within the entrepreneur class would be 
that group which can clear its liability under the levy by means of 
a first mortgage. Such mortgages offer the paid-off national 
creditor a fully satisfactory substitute for his war scrip; as a con- 
sequence of the abundance of money to lend and the boom in 
securities (cf. above) they may possibly be obtainable at a lower 
rate than 5 per cent. But this group of beati debitores is only a 
thin sprinkling—about as thin as that of the beati possessores who 
can pay in war scrip or realise other securities at favourable prices. 


1 The Lombard transaction would in this connection be only a second-best 
expedient. C/. below. 
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A harder situation is that of those contributors who can meet 
their obligations to the levy only by means of second mortgages. 
Such mortgages will indeed, as a result of the abundance of money, 
be easier to raise than in a normal state of the money market. 
But this group, lacking the advantage of institutional credit, will 
be put to considerably heavier expense by the levy ; it must pay a 
higher rate of interest and suffer a greater loss of income. 

The bulk of the entrepreneur class will find itself in a still more 
delicate situation. In some cases there is no real property, at 
least none that is mortgageable ; a great many artisans and small 
traders work on their own account in rented premises, manufac- 
turers mostly own their works, but mortgages are only exception- 
ally granted on factories." Where such property exists, on the 
other hand, its mortgageable capacity has probably been already 
utilised to the utmost ; for it is by this means that capital needed 
for the conduct of a business can regularly be obtained at the 
lowest cost and with security against an untimely demand for 
repayment at short notice. 

For the purpose of obtaining loans, the middle class of business 
men will apply to the co-operative societies formed for their benefit. 
But these societies are not adapted to the granting of credit for 
such large amounts and for such long periods as will be required. 
For this class the rate of levy is 10 per cent. or more, and long 
credit will be necessary to permit gradual amortisation out of 
future profits. It is possible, indeed, that deposits in the Raff- 
eisen banks might swell to a huge extent in consequence of the 
measures taken to liquidate the public debt ; many a small farmer, 
artisan, shopkeeper possesses, thanks to high war profits, more 
war scrip than he needs to pay his share of the levy ; the purchase 
money for the surplus, which the Treasury must buy on the 
market, will be partly or wholly deposited in Raffeisen banks, 
etc., at least temporarily, instead of being invested in securities 
now standing at highly increased prices. But if the co-operative 
societies are to be faithful to their traditional programme, they 
will not be at liberty to grant masses of loans, each for thousands 
of marks, each for ten years or more. To tie up in this way other 
people’s money, which possibly may be withdrawn in a short time, 
is a thing to be done only in isolated, most carefully chosen cases, 
for the benefit of only a few out of the many who will besiege 
their offices.’ 


1 Uf. J. Steinberg, Bank- und Bérsenwesen, p. 32. 
2 On the question whether such tying up of money on a large scale is, after 
all, feasible, see below. 
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Suppose a cabinet-maker and a watchmaker—like the farmer of 

our previous example—are worth 40,000 marks each; in the one 
case this amount is sunk in machinery, wood, furniture, in the 
other case it is represented by shopfittings and stock-in-trade. 
For the purpose of meeting the levy they both apply for a loan of 
4,000 marks-(10 per cent. on 40,000 marks) from the credit society 
with which they have a long-standing connection, the manage- Ep 
ment of which knows them as competent, thrifty men of business. be 
But, as they have no real property, a mortgage is out of the ques- 
tion; a Lombard transaction is possible only for the cabinet- 
maker, and for him only in respect of his wood, not of his more 
valuable furniture. The credit society might perhaps lend them : 
both the 4,000 marks, even without security, if they alone needed 
credit to that amount and for so long a time; if a large proportion 
of the membership were not simultaneously in need of money for 
the same cause. As things stand, it may possibly allow a lower 
rate of interest than usual, in view of the plentifulness of money 
due to the liquidation of the State debt. However, it will lend only 
to a part of the applicants, and to that part only on terms of 
repayment on demand or at short notice. It must impose this 
condition, for the deposits now being received by it in unusual 
volume are themselves withdrawable at short notice or none. 
But this condition only a minority can venture to accept, since 
the loan to be raised amounts to 10 per cent. on the borrower's 
whole property, which is difficult to realise and entirely locked up 
in his business. 

That is to say, merely a part of the artisans and small traders, 
as also of the small farmers, would obtain the desired loan from 
their co-operative societies. The remainder would be compelled 
to seek help from a private person, who might possibly be open to 
reason in the matter of notice, but would in return screw up the 
rate of interest somewhat sharply. Not all, however, would find 
such a lender, or would only find one who asked too much for his P 
assistance : part of this middle stratum would be unable to escape 
the costliest and most irrational method of mobilisation, the sale 
of working capital. 
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The upper stratum, too, of the entrepreneur class has already B 
for the most part exhausted the resource of a first mortgage, in i 
many cases that of a second mortgage as well. As a rule, 
manufacturers and merchants must have recourse to bank 
credit. 


Suppose a spinner worth 400,000 marks, almost all of it in the 
form of factory buildings, machines, stocks of material and com- 
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pleted products; his reserve of money and securities is insignifi- 
cant, his premises burdened up to 70 per cent. of their value. 
For properties of the dimensions concerned the rate of the levy 
is 20 per cent.; he therefore owes the Treasury 80,000 marks. 
Will he be able to borrow it? 

Now a loan of 80,000 marks to a manufacturer on a large 
scale involves the bank—with which he has had an account for 
many years, which is fully satisfied as to his soundness—in rela- 
tively less risk and relatively less expense than twenty loans of 
4,000 marks each to small business men would occasion their 
co-operative society. The spinner’s plant is a more valuable and 
more easily appraisable security than the contents of the cabinet- 
maker’s workroom or the watchmaker’s shop; his cotton stock 
is a much better subject for a Lombard transaction than the 
cabinet-maker’s wood stock, composed, as the latter is, of many 
varieties whose price is not, like that of cotton, quoted daily in the 
market reports. The bank is in a position to lend more cheaply 
than the co-operative society ; and as the market is flooded with 
money to lend it has good ground to be as accommodating as 
possible. 

In general the upper stratum would obtain loans more easily 
and on more favourable terms than the middle stratum. But the 
majority of this upper category—those whose whole property is 
locked up in their businesses, as in the example of the spinner— 
would be compelled to pay a higher rate of interest than the 
privileged minority to whom the resource of a mortgage is 
still open.’ 

The banks, like the co-operative societies, will pass under the 
strictest review the legions of would-be borrowers forced upon 
them by the levy. They, too, operate with the money of others, 
which they command for the moment in an exceptionally abun- 
dant flood that possibly may soon ebb ; they, too, will insist en the 
right of recalling their loans on demand or at short notice. .Thus 
many merchants and manufacturers, like many of the middle 
section, will be faced with a dismal alternative : recourse to a 
private lender who, if he agrees to supply the large sum required, 
demands considerably higher interest than the institution ; or the 
still more costly ‘‘ mutilation of working capital.”’ 

To summarise : A proportion of the 50 milliards by which the 
public debt is to be lightened would be cleared by the paying in 


1 The maxim, “Un bon découvert vaut mieux qn’un médiocre couvert,”’- is 
certainly not without its justification. But it becomes more and more question- 
able the higher the tide of borrowers at any particular time. 
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of war scrip as contributions to the levy ; a further proportion by 
the sale of securities and obligations ; a still further proportion by 
loans obtained from institutions on mortgages and other guaran- 
tees; the remainder by private loans and the sale of productive 
property. 

In earlier days these last two methods, so much the more painful 
for the contributor, would have played a much more extensive 
part. Let us transport ourselves back to the ’seventies, when the 
project of the ‘“‘ great seisachtheia ’’ was mooted on the other side 
of the Vosges : the money market was then far less able to with- 
stand a crisis than now; mortgages could hardly be obtained ex- 
cept from private persons; farmers, artisans, small tradesmen 
were provided with only a small number of co-operative societies ; 
the banks had neither the strength nor the inclination to grant per- 
sonal credit for large amounts to the upper class of entrepreneurs ; 
the real property market was still on a footing of entirely inade- 
quate organisation. In those days a property levy at as low a 
rate as 5 per cent.—as was proposed by Carayon-Latour and 
Philippoteaux—might perhaps, as Leroy-Beaulieu warned, have 
‘‘ delivered half the population into the hands of the usurers ’’ ; 
in those days it would have led inexorably to ‘‘ forced sales of 
estates, houses, and factories on the very largest scale.’’ 

To-day the process of ‘‘ amputation,’ taken on the whole, 
would work far more leniently. But even to-day the benefit of 
disburdenment would be bought at what for certain classes and 
groups would be a grievously heavy cost. 

Ricardo is no doubt entirely in the right when he emphasises 
the fact that the ‘‘ heroic step’’ (Brentano) would impose no 
severer sacrifice on the contributors as a whole than the recurrent 
payment of the taxes occasioned by the public debt : in the ab- 
stract, the procedure of liquidation is of no importance for either 
private or public economy ;’ thanks to the levy, the yearly pay- 
ments cease; the national powers of consumption and capital- 
formation are not impaired. But, in the concrete, it may make 
an enormous difference to the contributor whether the ‘‘ reparti- 
tion ’’ of the burden of the war debt is effected by the levy or by 
annual taxation. That the levy would cost one contributor much 
more than another, that it would cost many far more than national 
debt taxation, may be illustrated by one final numerical 
example. 

Imagine a series of contributors, each worth 40,000 marks. 
Their obligation under the levy amounts in each case to 4,000 


1 Except for the disturbance of economic conditions. 
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marks (10 per cent. on the property) ; their contribution to annual 
national débt taxation would in each case be 200 marks (} per 
cent. of the property). 

One of them now, we will suppose, can discharge his debt 
of 4,000 marks to the State by offering in payment 5 per cent. war 
scrip to that amount. Another can realise securities or obligations 
to the same amount, which have hitherto brought him in 200 
marks a year, without losing anything through an unfavourable 
market. A third takes out a 5 per cent. first mortgage to the 
same amount. Each of these three is deprived by the levy of 
200 marks of future income; as far as their spending and saving 
power is concerned it is indifferent whether the State strikes with 
the levy or with an annual tax ; the loss of income is the same in 
the one case as in the other. A fourth, however, can raise the 
4,000 marks only by faking out a second mortgage at 6 per cent., 
a fifth by obtaining a loan at 6 per cent. from a co-operative 
society or a bank. These two lose 240 marks income by the levy ; 
nominally, they pay at the same rate as the first three, but in 
point of fact they are hit 20 per cent. harder; the ‘‘ property- 
annihilating tax ’’ diminishes their economic well-being by 20 per 
cent. more than the ‘‘ income-annihilating tax ’’ would have done. 
A sixth finds himself compelled to borrow from a usurer who 
extorts 8 per cent. from him; the levy costs him as much as 320 
marks of income; for him it makes still more difference whether 
the policy of debt extinction is put into effect or not. A seventh, 
finally, finds himself under the dira necessitas of selling for 4,000 
marks a portion of his working capital from which he has hitherto 
drawn a profit of 10 per cent. ; this man loses 400 marks income by 
the levy, twice as much as the privileged minority, twice as much 
as national debt taxation would have cost him. 

If we state the example in figures appropriate to the upper 
instead of the middle stratum, the differences in loss of income 
become highly magnified, and the fact that the levy must result in 
injustice stands out still more clearly. 

How many contributors would be counted among the privileged 
minority, how many among the misera contribuens plebs, how 
many among the ranks of the most severely overburdened, is a 
matter of uncertainty ; what is absolutely certain is that the levy 
would operate with very great inequality, and that to a consider- 
able proportion of contributors it would cause more loss than 
annual national debt taxation. 

Perhaps it may be answered that if the State did not demand 
the levy all in one payment, but, after the precedent of the 1913 
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levy, in three or more yearly instalments, the argument from 
mobilisation would lose its force.’ 

So it would appear at first; but the appearance is deceptive. 
In the case of the National Defence Levy, which it was possible, 
given a little of the ascetic temperament, to cope with out of 
income, the division into three meant an alleviation for all. But 
in the case of the levy now proposed, which must be met out of 
property, the partial postponement will benefit mainly those who 
are best off anyhow, the privileged minority who can clear the levy 
by realising securities or highly valuable articles of consumption. 
If these have ample leisure to turn their possessions into coin, the 
dislocation of values on the security market is confined within 
narrower limits and the art market is less violently disturbed. 

On the other hand, the great majority, that preponderating 
part of the entrepreneur class which is compelled to borrow, would 
derive but little benefit from a division into three instalments.” 
For, if the lender regards the contributor as worthy of credit, he 
will allow him the whole loan at once ; otherwise he will not allow 
him even the third required for the first instalment. The lender 
knows that the man who wishes to borrow so many marks now 
must apply for the same amount twice again, either from him- 
self or some other; whether the lender opens his purse or not 
depends on the amount of the total loan which the contributor has 
to raise. 

The remainder of the entrepreneur class, those who must sub- 
mit to the painful experience of ‘‘ mutilating’’ their working 
capital, will also no doubt profit by the division into instalments. 
The reason is the same as in the case of the privileged minority : 
if the piece.of land, or other property, need not be disposed of 
immediately, there is a better chance of obtaining the normal price 
than if a buyer had to be found on the instant. This group, how- 
ever, will still suffer more than the others. . 

State measures for strengthening credit are the only means by 
which the argument from mobilisation may be, if not overcome, 
at. least somewhat weakened. Nothing will serve except to give 
the great majority of the entrepreneur class, who are compelled to 


6 


1 J. Steinberg, in Deutschlands Kriegslasten, 1917, p. 26, writes: ‘‘A 10 per 
cent. property levy, payable in four yearly instalments, would no doubt present 
certain difficulties to landed property and capital locked up in businesses ” ; but 
these difficulties would be ‘‘insurmountable only in the rarest cases.” 

As shown above, the difficulties presented by even a 20 per cent. levy would 
not be “insurmountable,” but for many they would be very great indeed. 

2 No special advantage would be secured by any but the minority of the 
entrepreneur class, the beati debitores who can effect a mortgage. 
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borrow, the certainty of obtaining loans, at a rate not greatly ex- 
ceeding 5 per cent. The greater the percentage by which the 
rate of interest on private debts contracted under the pressure 
of the levy exceeds the rate of interest on the war debt extin- 
guished by the levy, the greater is the burden imposed by the 
levy as compared with that imposed by national debt taxation; 
so much the more questionable becomes the “‘ terrible end’’ from 
the standpoint of justice. 

It has been suggested that the loan banks, which are intended 
to continue for some years after the conclusion of peace, might 
here render good service.‘ But their operation, like that of the 
instalments plan, would only benefit the minority, which is privi- 
leged in any case. The man who can meet the claims of the 
Treasury by realising securities? is enabled by the cheap process 
of pledging them with the loan banks to wait for a favourable 
turn of the market. But for the great majority—for those who 
find borrowing the most expedient method of meeting their 
obligation to the Treasury—there would be no great advantage. 
- The middle section of the entrepreneur class possesses goods suit- 
able for a Lombard transaction only in the rarest cases, and even 
the upper section is not always provided with them. The bulk of 
the class could be helped only by stronger measures. 

It is an old suggestion that public bodies should guarantee 
second mortgages. If the Empire or the Federal States, or the 
Communes, decided upon this step—at least in regard to mort- 
gages which could be proved to have been taken out for the sake 
of meeting the levy—many farmers, etc., would profit by obtaining 
second mortgages cheaply, for which they would otherwise have 
had to pay dear ; others would obtain second mortgages who with- 
out a public guarantee would have been refused them, and would 
so escape the still more costly expedient of ‘‘ mutilating their 
working capital.”’ 

There is another way in which the mobilisation of capital 
might be made easier for those to whom it presents the greatest 
difficulty. As things are, co-operative societies and banks cannot 
for the most part lend money except for short periods, because 
the deposits which they themselves receive are withdrawable at 
short notice. If, now, these institutions were to issue bonds, they 
would be in a much better position for granting to the entrepreneur 
class loans of the magnitude and for the duration which would be 


required. 


1G. Gothein, loc. cit. 
2 The loan banks do not advance money on obligations. 
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As already said, money to lend is there in abundance. ‘The 
national creditors must reinvest the proceeds of their sales of war 
scrip. As the prices of the securities already on the market, to 
which these paid-off creditors will naturally first turn, must rise 
sharply, new forms of investment will have excellent prospects. 

No doubt these bonds could not be placed on the market on 
such favourable terms as mortgages ; hence the loans granted from 
the money produced by them would bear a higher rate of interest 
than the loans obtained by the privileged few who can give first 
mortgages as security. But these loans from institutions would 
be granted at a lower rate of interest than would in general be 
charged by private lenders, and they would involve less loss of 


income than the sale of working capital. And though not all 


farmers, manufacturers and dealers would be helped—credit could 
only be allowed to those whose economic position, in the opinion 
of the institution, was not likely to become worse in the future’— 
still, a far larger proportion of the entrepreneur class would benefit 
than under present conditions, in which the institutions that grant 
personal credit operate on the quicksands of short-term deposits. 
Without the issue of bonds, the personal credit institutions could 
grant loans for the payment of the levy only out of their own 
property ; but in the case of the institutions this is generally small, 
and in the case of the banks it is mostly tied up. 

Unfortunately an extension of credit organisation in these two 
directions is hardly to be expected. A great deal might be said 
both for and against. But it is superfluous to weigh the pros 
against the cons. For, even supposing public authorities ventured 
on the step of guaranteeing second mortgages, even if co-operative 
societies and banks successfully floated large issues of bonds ; even 
if, in consequence, the bulk of the entrepreneur class, for whom 
the policy of debt liquidation means private borrowing on personal 
security, were to obtain loans at not much above 5 per cent.—so 
losing little more than the privileged minority and little more than 
they would have lost under national debt taxation—even then it 
would be necessary to enter a most decided protest against the 
‘* great seisachtheia.”’ 

1 I may here once more emphasise the fact that, properly speaking, all 
entrepreneurs who borrow because of the levy are worthy of credit, for in con- 
sequence of the levy they are released from national debt taxation, and from 
the income so set free they can pay the interest on their loans from the institu- 


tion and gradually clear off the principal; they can do this, however, only 
when their economic position does not become worse in the sequel (cf. above). 
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Mr. Fautconer LARKWORTHY’S CURRENCY PROPOSALS 


THE proposal of Mr. Larkworthy, Chairman of the Ionian 
Bank, in a pamphlet lately circulated and widely reprinted in the 
Press, is to abolish gold as the basis of all currency, both national 
and international, and to replace gold by securities. For inter- 
national purposes, the securities upon which the currency of one 
country is to be based are to be deposited and held by other 
countries, with which it normally carries on trade, in proportion 
to the ascertained trade requirements of those other countries. 
For international trade the securities are to be deposited with the 
Government in exchange for the issue by them direct to the 
depositor of currency. Inter alia, Mr. Larkworthy proposes to 
sweep away the note issues of the Bank of England and all other 
banks, and to abolish the Bank Rate. 

The proposals made by Mr. Larkworthy do not differ in 
essence from those set forth in a pamphlet signed by Mr. A. 
Kitson. Both Mr. Larkworthy’s and Mr. Kitson’s proposals 
amount in practice to the issue of a purely inconvertible paper 
currency. ‘Mr. Larkworthy says on page 42 of his pamphlet : 
‘Tt (i.e. his proposal) covers and contains the principle of incon- 
vertibility without frightening people with the bold and naked 
assertion of inconvertibility in so many words.’’ Mr. Kitson in 
par. 57 of his pamphlet quotes with approval the dictum of Mr. 
Shaw, a colleague on the Board of the Ionian Bank of Mr. Lark- 
worthy, ‘‘ that after only four years’ experience of paper currency 
in England nobody wants to go back to gold and nobody dreams 
of demanding convertibility into gold.”’ 

The grounds upon which these two gentlemen base their con- 
clusion that an inconvertible paper currency is not only desirable 
in itself, but would be an effective means of preventing fluctuation 
in exchange are as follows :— 

(a) The pre-war German currency system was that a certain 
amount of gold was held as the basis of the note issue, and that 
when notes were issued beyond the authorised limit against the 
amount of gold held they then could be issued against a deposit 
of securities upon payment by the Reichsbank of a penal rate of 
interest, which penal rate of interest was, of course, passed on 
by the Reichsbank to its customers, 

(b) The recent Federal Reserve Act of the United States 
likewise provides for a deposit of approved bills to secure the 
excess issue of notes subject again to the payment of a graduated 


penal interest. 
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(c) Currency notes have been issued to the extent of nearly 
345 millions against £28,500,000 of gold and a deposit of securities 
for the balance. 

(d) They assume that there has been no depreciation in 
currency consequent upon these note issues, and that no portion 
of the rise in prices and in wages is due to the volume of notes 
in circulation. 

(e) Pursuing this assumption to its logical conclusion, they 
argue that if the exchangeable value of the circulation can be 
stabilised by a fractional holding of gold, it can be equally well 
stabilised :-— 


i. by holding no gold whatsoever, 
ii. by holding bills or other securities, or 
ili. by relying entirely upon the credit of the Government. 


There is nothing particularly new in the proposals made by 
these gentlemen. At the time of the French Revolution the 
French Government provided for the needs of the State by the 
issue of notes secured against the landed properties of France, 
probably, at the time, the finest and most stable security in 
Europe. Everything went well as long as there was no over- 
issue, but the temptation, to which all governments are prone, of 
using the printing press to supply its immediate needs, was too 
great for the revolutionary ministers to resist; the consequence 
being that the assignats fell in value from a nominal value of 
£4 to about 3d. 

The total substitution, as a basis for the issue of currency, of 
securities for gold would, as far as home trade only is con- 
cerned, cause constant fluctuations in the value of currency 
following variations in the value of the securities on which they 
are based. It should be pointed out that Mr. Larkworthy does 
not specify the classes of securities to be held as the cover upon 
which he would base the issue of notes. He speaks of first-class 
securities, and these may be either the primary debts of respon- 
sible governments or commercial bills based on genuine mercan- 
tile transactions. He relies for the stability of these securities 
upon the credit of the government of each country. History has 
shown that a temptation to over-issue, and thus obtain loans at a 
low rate of interest or at no interest at all, has proved too strong 
even for governments acting at the time upon the highest 
principles; they have almost invariably yielded and the country 
has been flooded with debased currency. 

If a country enjoys the benefits of foreign trade, even to an 








wt 




















cee 











1919] MR. LARKWORTHY’S CURRENCY PROPOSALS 365 






extremely limited extent, it would be impossible for it to main- 
tain an inconvertible currency, or to maintain at an even level 
a currency resting upon a variable basis. For if the balance of 
trade between two countries leads to a constant excess of imports, 
the importing country can only pay for that continued excess by 
exporting bullion. It is. just this marginal export of the gold 
necessary for bringing about the balance of international trade 
which fixes the value of gold in relation to other commodities and 
which also determines the rates of discount. 

If an absolute equilibrium in international trade could be 
stabilised it might be possible to do without any gold basis, but 
as such a condition is not possible a basis of a kind as stable as 
possible must be provided. Gold appears from experience to 
form the only possible basis, but if it was decided not to use gold 
but securities as a basis, it is fairly obvious that when the balance 
of trade went against any particular country and it had to export 
the securities, which it held from other countries for the purpose 
of this international currency, that the value of the portion of 
the securities which it had to release would fall, and it is well 
known that the securities’ market is so sensitive that the fall of 
any fraction of a bundle of securities causes a fall in the value 
of the whole bundle. Further, the fall in value of the highest 
class of securities of a contracting State would probably cause a 
fall in the values of all the securities of all the contracting States. 
This would mean that currency generally would be depreciated, 
prices would rise, trade would be generally hampered, and labour 
unrest would inevitably follow. 

The real effects of the war upon international trade have been 
disguised by the artificial means adopted by the various countries 
to stabilise their exchanges. Once these artificial restrictions 
are withdrawn the real economic effects of the war upon the 
various countries will be made manifest. For example, America 
has now become the creditor nation of the world instead of being 
one of the debtor nations. England, in relation to America, is 
now a debtor country. During the war England, contrary to her 
normal practice, imported munitions and materials from the 
United States largely in excess of the amounts due as interest 
upon the debts of the United States to us. At first this excess 
was met by the exportation of gold. This method of payment 
was strictly economic and brought about no violent variation in 
the exchanges of the two countries, because the exchanges 
between the two countries were regulated by the movements of 
bullion. But, when the balance of trade continued over a long 
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period to be in favour of the United States, payment had to be 
made by the return to the United States of the bonds repre- 
senting their primary indebtedness to the United Kingdom for 
the construction of their railways in the early development of 
their country. By this means we have practically got rid of 
the whole of our investments in the American markets. As the 
balance of trade grew more and more against London and in 
favour of New York, other expedients had to be tried; credits 
were created in New York to pay for materials and munitions 
sent by America to the continent on our behalf. These credits 
are an obligation in the future to repay to America the equivalent 
of the goods and services for which they were originally credited 
by the borrowing countries. Therefore, it seems that British 
commerce in the future must consist in exporting a great deal 
more largely than in the past and in importing less freely, and 
these exports, instead of being directed to the development of 
countries in which our financiers are interested, will be wholly 
devoted to the repayment of interest and capital upon foreign 
debt contracted during the war. 

Owing to Government regulations and the prohibition of the 
use of gold by private people, there is for the present no free 
market in gold, but from the two available indications it appears 
that currency notes have depreciated relatively to gold. The 
first indication is, that though the Government have prevented 
the selling of gold coins above their par value, and the melting 
down of gold coins, they cannot prevent the dealing in gold 
between private parties when the gold takes the form of jewellery, 
and we know that simple gold jewellery, practically devoid of any 
ornament, and therefore of value only for its metallic content, is 
sold from £7 to £8 per oz. The other indication, which is 
derived from the exchanges with neutral countries, points to the 
fact that there has been a considerable depreciation in the value 
of the currency note. There has been no real gold exchange 
between England and the neutral States owing to the lack of 
transport facilities; consequently the rates of exchange have 
fluctuated in harmony with the only other standard available, 
namely, the price of commodities in general as measured by the 
price obtained for similar articles in other countries, and the 
exchanges have been, in spite of artificial attempts to stabilise 
them, against us in the Scandinavian countries, in Holland, and 
even in Spain. 

It is significant that the ‘‘ banking ’’ school of thought (as 
opposed to the holders of the “‘ currency ”’ theory) advanced pre- 
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cisely the same arguments, when they appeared before the Bullion 
Committee, as are set out in the pamphlets of Mr. Larkworthy 
and Mr. Kitson. They then held, as many hold now, that the 
variation in the relation of currency notes and bullion is not 
caused by the depreciation of currency notes, but that gold, like 
other commodities, has risen in value relatively to currency notes. 

It has been pointed out by many writers on economics that a 
theoretically perfect international medium of exchange could be 
established by means of a homogeneous international paper 
currency regulated by a scientifically constructed index number. 
This proposal is very attractive, and theoretically, at any rate, 
would form a perfect currency, but two difficulties in practical 
work are evident :— 


1. The construction of a really perfect index number. 
2. The measures to be taken to withdraw automatically the 
surplus currency of any country as the index number falls. 


NEWMAN THOMPSON 
Dublin. 


Notes on LABouR UNREST 


It is a mistake to attribute labour unrest to causes arising out 
of the war. The upheaval of industry and the uncertainty of 
the situation have brought matters to a head more rapidly, but 
the root causes were maturing before the outbreak of hostilities 
and would have made themselves manifest before now in any case. 

The growing control of industry by huge combines rendered 
the craft basis of workmen’s associations ineffective and led to 
the fusing of forces. The conducting of negotiations and agree- 
ments on a large scale often precluded local variations being taken 
into account. Delegate meetings gave the colour of local control, 
but the issues placed before the delegates were usually in general 
terms applicable to all districts and had little effect in counter- 
acting the highly centralised power vested in national executives. 
It is true that on occasion a ballot vote of the members was 
taken, but here again the issues had to be so simplified that 
minor or local details were not given. The questions on ballot 
papers have often been put in a way that made the vote in favour 
of the official position a foregone conclusion. 

The power in the hands of a few men too busy in dealing with 
national matters to give close attention to minor details has 
resulted in local variations being overlooked, or, it may be, 
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brushed aside as too trivial to deserve attention. Local dissatis- 
faction has resulted; matters which were minute when viewed 
from the headquarters in London or Manchester assumed greater 
proportions in the eyes of men on the spot, say, in Glasgow, 
Dundee, or Edinburgh. The consequence has been revolt and 
action taken without the consent of authority and sometimes even 
contrary to the commands of executive officers. It is only after 
the men are on the street that Head Office realises the gravity of 
the situation. An executive officer is sent to the seat of hostilities, 
negotiations are opened up, outstanding grievances are adjusted, 
and work is resumed. In most instances negotiations could just 
as easily have been opened up and grievances adjusted before the 
men were on the street; but with employers stiff-necked and the 
union executive inactive on the matter, it would seem that a crisis 
had to be created in the first instance. The lesson, however, has 
been taught that revolt pays, and that an unofficial strike will 
get grievances removed. 

The men who have usually taken the outstanding part in such 
unauthorised strikes have been the shop-stewards, sometimes 
with, and frequently without, the support of the local manage- 
ment committee of the union. These stewards come directly 
in contact with the men and are generally the best informed on 
details ; they wield a sway out of all proportion to their responsi- 
bilities, and often are antagonistic to official findings. An 
anomalous position has been reached by the formation of shop- 
stewards’ and workers’ committees whose function is to keep an 
eye on the shortcomings of the union officials. 

Formerly, politics in trade unions were taboo, but ultimately 
political action and independent labour representation became 
part of the recognised creed. This brought with it the admission 
of a class hitherto rigidly excluded; till then the labour leader 
rose from the ranks, and, if not always a man of wide outlook, 
had at least made his personality felt in his union, trade union 
congresses, and other labour assemblies. In the political arena 
another type of labour leader quickly made his presence felt ; 
with no previous connection with working-class associations, and 
mostly belonging to journalistic or professional circles, these 
“intellectuals” speedily elbowed their way to the front. Some 
were sincere, but to many it was only a new profession likely to 
become lucrative. Payment of Members of Parliament stimulated 
the growth of this type, which has not tended to strengthen and 
solidify the Labour movement. The British Trade Union Con- 
gress early banged its door in their faces by making it a con- 
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dition that delegates must either be working at the trade they 
represent or be permanent officials of their union. 

Political action has had extremely meagre results, and it has 
been denounced as slow, cumbersome, and ineffective. A new 
school arose whose policy is direct industrial action, not, however, 
as formerly, for the purpose of regulating the relations between 
employers and workpeople, but for the overthrow of the present 
system of society. Up toa point its tenets can be easily followed ; 
the workers, in the narrow sense of the manual workers, are to 
be organised, not according to craft, but by industry; that is to 
say, a joiner or engineer employed at a colliery would be linked 
up with the mine workers; if serving on a railway, with the rail- 
way servants. When the workers in an industry are sufficiently 
organised they shall take over and control the industry, not in the 
interest of the community as a whole, but in that of those engaged 
in the industry. This plan is sometimes varied by a proposal to 
declare, on a given day, a general strike of all industries, and 
thereby so paralyse all industry as to cause the overthrow of the 
present system of production. The proposals after this has been 
brought about are vague ; and industrial unionists are wily enough 
not to go into details. Further they will not go than to suggest 
that an understanding could be arrived at between industries as 
to mutual aid and interchange. But they make it quite clear that 
the means of wealth production would not become the property 
of the State or be controlled by it ; the reason assigned being that 
this would only be another form of Capitalism, none the less 
dangerous through being publicly owned. 

Matters stood thus on August 4th, 1914, and have to be kept 
in view when studying the riddle of the present unrest. Unions 
have continued the policy of greater unification, and by absorp- 
tion, affiliation, and alliance are creating huge and more huge 
combinations governed and controlled by a few men who prac- 
tically are dictators. There is no suggestion of devolution of 
authority, nor of any local autonomy, and this may prove the 
feet of clay of these otherwise powerful structures. The industrial 
unionists have not been slow to take advantage of this manifest 
weakness. 

The valley of the Clyde, as the principal industrial area in 
Scotland, has been the storm-centre therein, and has formed the 
nursery for promoting social, industrial, and politica] revolution. 
The energy and thoroughness displayed has to be admitted and 
admired, and there are few working-class organisations which 
have not been successfully permeated with emissaries holding 
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official positions. Opposed to organisation by trade, industrial 
unionists have become shon-stewards and branch officials. Hos- 
tile to the Labour Party as politically constituted, they have 
become its delegates and candidates. They have used professedly 
Socialist societies for the propagation of revolutionary anarchy. 
They have taken a leading part in the ventilation of grievances, 
and, although they are insignificant in numbers, they make up 
for it by assertiveness. Woe betide the hapless member who 
provoked their truculence by obstructing them in using the union 
for other than its avowed purpose, or by objecting to their tenets 
being put forward as those of the members. His honesty was 
questioned, and he had to submit to the vilest abuse both in the 
meeting-room and in the workshop. If he held an official posi- 
tion his influence was undermined by trickery and misrepresenta- 
tion, and, if he did not retire in disgust, every effort was made 
to oust him. 

Why do the members permit such obnoxious proceedings? In 
workmen’s associations, as in others, the business, even in pre- 
war times, has been very much left to a few to carry on, the 
bulk of the members being content to pay their dues and turn up 
occasionally at a meeting at which they never have sufficient grip 
of details to winnow the chaff from the grain. This aspect has 
been intensified during the war period, when overtime has been 
the rule instead of the exception, and what is the result? Solemn 
obligations have been repudiated and official instructions defied. 
It has been no uncommon thing for a workman to be ordered to 
strike work and only to learn after he was on the street that the 
strike was unauthorised by his union and that no strike pay would 
be forthcoming. Should a member elect to stand by his union 
and its obligations he is jeered at and hooted, threatened, and 
even assaulted. Should those who disregard the unofficial in- 
struction be numerous, the method of coercion is by ‘massed 
picket,” which, stripped of its euphonic title, means the obstruc- 
tion of those going to work by a menacing mob. 

Had ordinary care been exercised by the authorities in the 
early days of the war the syndicalist rebel would not have secured 
the following he now undoubtedly has, but it would seem as if 
the official attitude was to irritate. Restrictions were placed on 
the citizens generally, many of them ill-timed and absurd, whilst 
the exploiter was handled in a gentle, apologetic way. Had a 
firm hand been put on the profiteer the wild, whirling words of 
sedition would only have received a tolerant smile and little 
serious heed would have been given to them. The first serious 
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blunder was made when the ringleaders were seized and deported 
without trial and without an opportunity being given of meeting 
the charges against them. This arbitrary action immediately 
swung public opinion on to the side of the deportees. Repre- 
sentative workmen, with no liking for the utterances of the men 
involved, immediately and properly took up the cudgels on their 
behalf. What guarantee was there—it was asked—that a similar 
fate would not befall anyone whose criticism was inconvenient 
to some jack-in-office? This revulsion of feeling gave the deported 
men a consequence which no action of their own could have 
secured for them. 

The aim of the industrial unionist is not to regulate the 
workers’ position in industry, but to paralyse the industrial 
system, and it is necessary to his propaganda that there should 
be grievances which touch the raw and cause the required fer- 
ment to be maintained. His methods are unscrupulous, crafty, 
and jesuitical. He posed as a pacifist on the issue of the war. 
He coached conscientious objectors on reasons likely to pass 
muster at recruiting tribunals for exemption from military duty. 
He raised the bogey of military conscription leading to industrial 
conscription. He wrecked a genuine movement for shortening 
the hours of labour by an absurd proposal for a thirty-hour week. 
He flouted political action, but put up one of the ringleaders at 
the General Election for a Glasgow seat, and got him officially 
labelled by the Labour Party. His general pose is to save trade 
unionists from their officials. 

Much of the trouble has arisen through lack of confidence on 
the part of those in authority; properly and sympathetically 
handled, the people would have readily responded to restrictions 
and temporary limitation of freedom. The pittances to soldiers’ 
wives and dependents were held up whilst uncalled-for and 
humiliating inquiries were made by tactless ladies with no know- 
ledge of the requirements of a working-class home. Women and 
children had to stand for hours in queues in the hope of securing 
food, and that often without success. The Liquor Control Board 
allowed itself to be manipulated by cranks and faddists, and men 
working long hours under high pressure were put under galling 
and unnecessary restraints. Maligned and mistrusted, harassed 
and exploited, is it to be wondered at that the men gave ear to 
glib-tongued mischief-makers? 

The situation is grave, inflammable material there is in plenty 
which it would only need a spark to ignite. The problem needs 
judicious handling by people sympathetically alive to the position. 
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Lecturing won’t do; a close season of the subjects should be set for 
the platform, pulpit, and Press; and cranks must be firmly told 
that they cannot have the workman for a plaything, their panaceas 
must be turned down, and they must be told to mind their own 
business. The worker is not a spoilt child to be alternately 
coddled and spanked ; he would readily respond to fair treatment, 
such as the removing of “thou shalt not” from him and applying 
it to the exploiters who prey upon him. Had the Government 
meted out stern justice to all such, it would have steadied his 
confidence in the even-handed administration of the law. 

Unrest and discontent can only be allayed by the removal of 
the causes. The following are some of the palliatives: Highly 
centralised trade unions should arrange for a considerable measure 
of local autonomy; galling war restrictions should immediately 
be removed ; homes fit for heroes should be something more than 
schemes on paper ; food and clothing of a good quality should be 
procurable without speculators extorting ransom; the aged and 
infirm, the widow and the child should be tended in a more 
generous fashion; military pensions and allowances should be 
equitably adjusted; there should be an immediate shortening of 
the working day; the number of holidays should be at least 
doubled; the Wages (Temporary Regulation) Act, 1918, should 
be made a permanent measure; and the more outstanding flaws 
remedied in the Employers’ Liability and Workmen’s Compensa- 
tion Acts. 

It must not be forgotten that the war has brought about a great 
awakening, and men will not be content to be mere parts of the 
wealth-producing machine. Aspirations formerly latent, or at 
least only dimly realised, are now goals which must be reached. 
Given a political outlet, things can be rectified. To exercise 
restraint or raise obstacles is to play with fire and let loose the 
forces of revolutionary anarchy. 


THOMAS WILSON, 


Secretary, Edinburgh Bakers’ and Confectioners’ Union 


OFFER OF PRIZES FOR ESSAYS ON CERTAIN ECONOMIC SUBJECTS, 
AND CONDITIONS OF COMPETITIONS. 

THE attention of readers of the Economic JouRNAL is called 

to an offer by the proprietors of the Statist of an award of 1,000 

guineas “‘for the best scheme for dealing with the Empire’s debt 

created by the war”; to the prizes of 25,000 francs, 20,000 

francs, and 10,000 francs, etc., offered by the Travers-Borgstroem 
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Foundation of the University of Berne for ‘‘ A critical study of 
the organisation of credit in a given country and proposals for 
its nationalisation”; and to the prize offered by the Nobel 
Institute for “An account of the history of the Free Trade Move- 
ment in the nineteenth century and its bearings on the Inter- 
national Peace Movement.’’ Particulars of these competitions 
are given below. 


I.—Tue “Statist ” OFFER. 


The proprietors of the Statist offer an award of 1,000 guineas 
for the best scheme for dealing with the Empire’s debt created 
by the War. 

The scheme submitted must be practical, non-Party, informa- 
tive and original. It must be governed by economic conditions 
within the Empire, and a due regard to our political, economic, 
and commercial relations with other countries. 

The basic principles underlying money and trade, and the 
duty of those who control wealth and encourage production must 
be observed. 

The proprietors of the Statist, while they invite each com- 
petitor to state his case in his own way, nevertheless desire to 
point out that where data or figures are employed it will be 
necessary to quote their source and authenticity. 

Utopian ideas or chimerical schemes are not invited. 

It will be a commendation if the scheme submitted can be 
instituted and made a practical working plan without dislocating 
to any great extent vested interests, and has at the same time 
the object in view of creating higher efficiency, increased pro- 
duction and the betterment of the conditions of the people. 

A plan that could be easily adapted to modern conditions and 
made operative in the shortest possible time would have much 
to commend it. 

Authoritative and competent judges will be asked to determine 
the values of the schemes submitted. Their names will be 


published in due course. 
CONDITIONS—A. 


The competition is open only to British and Colonial born 
subjects within the Empire. 

Every scheme submitted must have in view the maintenance, 
the integrity, the strength and the defence of the Empire, that 
its adoption will be of the highest advantage to the Empire’s 


interests and needs. 
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The present system of education in the Universities, Public, 
Klementary and State-controlled Schools should come under 
review. 

Competitors should be as concise as possible, and they should 
conclude their remarks with a summary of their proposal 
sufficiently clear to form the basis of instructions to a Parlia- 
mentary draughtsman. 

The award will be given to that essay which is best calculated 
to place the end in view within the range of practical attainment. 


CONDITIONS—B. 


Essays should be typewritten, on one side of the paper only. 

No limit is fixed for contributions submitted, but 15,000 
words should not be exceeded. 

Each essay to bear a nom de plume or number, and be accom- 
panied by a sealed envelope bearing outside the nom de plume or 
number, and inside the real name and address of the writer. 

The decision of the judges to be final and to be made public 
as soon as they have made their award. 

In the event of the judges considering two essays of equal 
merit, or in the event of disagreement between the judges, power 
is reserved to divide the prize. 

The Statist reserves to itself the right to publish, in whole or 
in part, the prize essay or essays, and to make selections from 
unsuccessful essays. 

Unsuccessful essays will be returned to competitors. 

With the view of encouraging opinion from the most outlying 
of the Empire’s Colonies and Dependencies, the closing date for 
receiving essays is extended until December 1, 1919. 

Competitors requiring further information on the subject will 
be good enough to mark their letters ‘‘ National Debt Scheme,’’ 
addressed to The Editor, The Statist, 51, Cannon Street, London, 
E.C. 4. 


JI.—REGULATIONS! FOR THE INTERNATIONAL COMPETITION OF THE 
TRAVERS-BORGSTROEM FOUNDATION. 
(Prizes instituted at the University of Berne.) 
Article 1. The subject of the international competition, referred 
to in the Deed of Foundation, is as follows : 
“THE NATIONALISATION OF CREDIT.”’ 


‘A critical study of the organisation of credit in a given 
country, and proposals for its nationalisation.” 


1 There are some curtailments from the full published circular. 
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The competitors are to examine the fiscal and economic 
advantages which may be expected from such nationalisation. 
Their task will comprise : 

A. The elaboration of a general programme for the establish- 
ment in a given country of a State monopoly of banking and 
insurance on a purely commercial basis. 

B. The drafting of a law for that particular country, relative 
to the creation and organisation of the above-mentioned monopoly, 
together with measures providing against any violation of such law. 

C. Statistics regarding the present economic and financial 
conditions of the country in question, compared with those exist- 
ing prior to the war, and a complete estimate of the necessary 
expenses for starting the new monopoly and operating the same. 

Annexed to these regulations and forming part thereof is a 
personal statement by the Founder concerning the nature of the 
competition. 

Art, 2. The competition is open to everyone, without dis- 
tinction of nationality or profession. 

Art. 4. The essays are to be presented to the Board of Manage- 
ment not later than March 31st, 1922. They may be written in 
English, French, German or Italian, must bear no signature, and 
be type-written on one side of the paper only. Each essay must 
be presented in duplicate and bear a motto, chosen by the author, 
and be accompanied by a sealed letter, marked with the same 
motto on the envelope, and containing the name and address of 
the author. These envelopes will be opened immediately after 
the jury has rendered its decision. 

Any competitor may, however, add a declaration on his 
envelope to the effect that, in case of non-success, both copies 
of his essay, as well as the sealed envelope, shall be destroyed. 

Art. 5. The final result of the competition will be published 
before the close of the year 1922. 

Art. 6. The Board of Management may, in agreement with the 
Founder, postpone the dates for the presentation of the essays 
and the announcement of the results. 

Art. 7. There can be no appeal against the decision of the jury. 

Art. 8. The following prizes will be awarded : 

A. Three principal prizes : 

First prize: 25,000 frs. 

Second prize : 20,000 frs. 

Third pyize: 10,000 frs. 
for the three best essays on any country or countries whatsoever, 
which the jury may deem of sufficient importance and interest. 
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B. After the three principal prizes have been awarded, 
fifteen accessory prizes of three thousand francs each will be 
distributed for the best essays on any of the following ten 
countries : Belgium, Finland, France, Germany, Holland, Italy, 
Japan, Russia, Switzerland, United States of America, or on any 
country belonging to one of the following five groups : 

Central and South America; Austria-Hungary and the 
Balkans; the British Empire; Spain and Portugal; the 
Scandinavian States. 

A memoir on one or several States belonging to a Federation, 
on a Dominion or a Colony will likewise be admitted to the compe- 
tition. 

Winners of principal prizes will be excluded, as a matter of 
course, from the competition for the accessory prizes. 

Should there be only one essay on any country or group of 
countries, the accessory prize intended for that country or group 
of countries shall be granted to its author, unless the jury esteem 
the work of insuthcient merit. 

Art. 9. The rights of authorship of the prize essays are 
reserved to their respective authors. In order to enable the 
latter to make use of their rights, one of the original copies will 
be returned to them shortly after the close of the competition. 
The second copy is to remain with the Founder, who shall have 
the right of using, gratuitously, any passage or passages whatso- 
ever that he may wish to incorporate and publish in a collective 
study or in a special work of his own, either in the original text 
or in a translation of the same, making in every case proper 
mention of the author’s name. 

Of the remaining essays one copy will at once be returned to 
the author. The other copy will be returned only after the lapse 
of one year. Should the Founder wish to make use of such essay, 
after the manner stipulated for the prize essays, he must make a 
special arrangement with the author. . . 

Berne, November 24th, 1917. 


The Board of Management : 
Pror. Dr. E. BLUMENSTEIN. 
Pror. Dr. EK. ROTHLISBERGER. 
Pror. Dr. J. H. GRar. 


PERSONAL STATEMENT OF FOUNDER. 


In a little pamphlet called ‘‘The Triumph of Organisation 
and the Price of It,” I have set forth in general, and necessarily 
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somewhat vague, terms my views on the desirability of nationalis- 
ing borrowing and lending at interest. I have done this, not as a 
Socialist, but as a one-time Liberal, shaken in his faith during 
the war by the bankruptcy of so many principles hitherto accepted 
as immutable. 

This pamphlet was and is intended to be an introduction 
to a more comprehensive work, entitled The Nationalisation of 
Credit, the materials for which I am at present engaged in 
collecting. In this work I hope to be able to come forward with 
facts and figures which will serve to convince the most critical of 
the very considerable revenues that may be made to flow into the 
State coffers by the institution of a monopoly such as the one 
here proposed, not only without putting any extra burden upon 
the shoulders of the unfortunate tax-payer, but with direct benefit 
to the nation in its economic development at home and abroad. 
At the same time it will be my aim to create, if possible, an 
international type of financial monopoly, capable of being 
adapted to the exigencies of every civilised country. 

In these days of disordered communication and war censor- 


' ship, I have found it a matter of some difficulty to procure the 


legal texts and complete statistics which I require from the various 
countries in question. It has therefore occurred to me that I 
might further my object by establishing an international compe- 
tition on this same subject, ‘‘The Nationalisation of Credit,’’ 
which I am proposing to develop later on in my intended work, 
but treated from a more special point of view, and limited to some 
particular country, chosen at the discretion of the competitors. 
Such of these latter as may have the advantage of residing in the 
country chosen will be in a comparatively favourable position to 
procure the necessary materials, and to comment upon the same 
from a local or national point of view. By putting together the 
essentials of these different national schemes, it will be my 
ambition to create the international type of which I have made 
mention above. 

To insure impartiality, the competition has been placed under 
the patronage of the University of Berne, which Institution has 
consented to assume the control of it and to appoint an Inter- 
national Jury for the examination of the competing essays and 
the final adjudication of the prizes. 

In an investigation of this kind, it is a primary condition 
that the works sent in shall give proof of serious and exhaustive 
inquiry into the subject in question, and embrace a scientific 
presentation and examination of it. The competitors are there- 
No. 115.,—voL. xxIx. oc 
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fore expected to bring forward and analyse all reasonable argu- 
ments that can be urged against the proposed nationalisation of 
credit. 

It follows, however, from the nature of the competition that 
the prizes can only be awarded to works in which the policy of 
nationalising credit is expressly endorsed. As a further funda- 
mental condition it is stipulated that the organisation and 
development of the projected State monopoly shall be planned 
upon strictly business lines, and safeguarded from all undue 
political and bureaucratic influence, or philanthropic tendencies. 

How to attain this end, is left to the discretion of the com- 
petitors. Except in the fundamentals just mentioned, full 
liberty is given them to develop the subject as they may judge 
best. It is suggested, however, as one of many alternatives, that 
the principle of mutuality might be introduced as a complement 
to that of nationalisation, and the control of the monopoly given 
to the clientéle, or to certain categories of the same. Indeed, on 
approaching the matter with an open mind, and with due regard 
to the signs of the times, the student might well be struck by the 
possibilities of this economic co-operation between the State and 
the individual, this ‘‘ State-mutualism’’ as one might call it, 
and be led to see in it the corner stone on which to raise the new 
financial edifice. As regards banking more especially, it might 
appeal to his imagination to evolve some national system of 
mutual credit insurance, voluntary or compulsory—a network of 
associations, perhaps, created by Government initiative for the 
purpose of guaranteeing the State Bank from bad debts, and 
endowed, in return, with the privilege of participating, through 
their representatives, in the appointment and supervision of the 
bank management. He might even go a step further, and seek 
to establish an actual organic rapport between these Associations 
and the new monopoly, by providing that delegates of the former 
shall take part in the daily transactions of the State Bank as real, 
active members of the administration, both central and local, in 
the capacity of plenipotentiary assessors to the permanent 
directors and managers. Apart from their primary functions of 
guarantee and control, fhese mutual associations could in this 
way be made to act as good lubricating oil on the bureaucratic 
engine, and save it from its natural tendency gradually to lower 
the speed. 

Passing to the internal order, the competitors will no doubt 
have overstepped the limits fixed by the founder. For, although, 
as the word ‘‘nationalisation’’ intimates, the monopoly in 
question is conceived as a purely State concern, placed under 
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the sole and inalienable ownership of the nation, to the exclusion 
of the old principle of privileged private capital in semi-official 
institutions, yet there is nothing to prevent its being based 
upon an intimate co-operation with its clients—debtors and 
creditors—or with mutualistically organised combinations of the 
same. As to the working of it, the machinery is there. The Post 
Office is already one vast national and international banking and 
insurance system, only needing development. The possible 
advantages of this suggestion should be balanced against its 
possible disadvantages. 

Passing to the internal order, the competitors will no doubt 
of themselves perceive the justice and necessity of retaining the 
old staff, on terms no less favourable than at present. Future 
appointments would be made in accordance with the sound 
business principle that merit, and not seniority, shall be the sole 
consideration in matters of advancement. At the same time, 
the directors and high central officials should be assured of a 
generous share in the net profits of the whole, so as to be placed 
economically on a level with the great captains of industry and 


‘commerce. The managers of the various departments and 


branch offices should have their share in the results, each within 
his own respective sphere of influence. Nor should the rank 
and file be forgotten, but receive in addition to their fixed salary 
some suitable percentage, proportionate to the success of their 
efforts. The mutualistic principle would thus have been applied 
from one end of the ladder to the other, so that no good worker 
need have reason to regret the change. 

By the incorporation of some such maxims in the charter of 
the monopoly, we should have introduced a new element into 
the official world, and, so to say, have Americanised the bureau- 
cratic idea in at least one State institution. 

The above suggestions are mere suggestions, to be accepted 
or rejected by the competitors. Other methods are equally per- 
missible, so long as the two fundamentals insisted upon are kept 
in mind, viz., the nationalisation principle and the business 
principle. The founder is optimistic enough to believe that by 
the union of these two opposing principles of State ownership 
and business organisation it should not be found impossible to 
build up an efficient and popular financial monopoly, a happy 
combination of ‘‘ Etatisme’’ and mutualism, of centralisation 
and devolution, of authority and democracy. 


Clarens (Switzerland). ARTHUR TRAVERS-BORGSTROEM 
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JIJ.—TxHe OFFER OF THE NoBEL INSTITUTE. 


The Norwegian Nobel Institute announces that it has decided 
to offer for international competition the following subject :— 

An account of the history of the Free Trade Movement in the 
nineteenth century and its bearings on the International Peace 
Movement. 

The essays can be written in English, French or German, or 
in one of the Scandinavian languages. 

The author of the prize essay will be remunerated with 
Kr.5,000.00—five thousand Norwegian crowns. His work will 
then become the property of the Norwegian Nobel Institute. 

The essays, bearing an epigraph and accompanied with a 
sealed envelope containing the name of the author, must be sent 
in to the Norwegian Nobel Institute, 19 Drammensvei, Chris- 
tiania, before July 1st, 1922. 





RECENT OFFICIAL PAPERS 


The Covenant of the League of Nations, with a Commentary 
thereon. [Cmd.151.] 2d. 

Treaty of Peace between the Allied and Associated Powers and 
Germany. [Cmd. 158.] 4s. 6d. 

Reply of the Allied and Associated Powers to the Observations 
of the German Delegation on the Conditions of Peace. [Cmd. 258.] 
11d. 

Declaration by the Governments of the United States of America, 
Great Britain, and France in regard to the Occupation of the Rhine 
Provinces. [Cmd. 240.] 14d. 

Anglo-French Treaty (Defence of France) Act, 1919. 14d. 

Treaty of Peace Act, 1919. 14d. 

Report of Food Conditions in Germany. [Cmd. 280.] 9d. 

Economic Conditions prevailing in Germany. Further Reports 
by British Officers, April, 1919. [Cmd. 54.] 3d. 

Bolshevism in Russia, or Revolutionary Socialism in Practice. 
Extracts from Reports to British Foreign Office on Bolshevism in 
Russia. Pp. 66. Department of Social Economics. 6d. 


Royal Commission on the Income Taz. First instalment of the 
Minutes of Evidence with Appendices. [Cmd. 288-1.] 2s. 6d. 
Second instalment. . [Cmd. 288-2.] 2s. 4d. These instal- 
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ments contain the evidence of twenty-seven witnesses and fifteen 
Appendices—many of them prepared by the Board of Inland 
Revenue. 


Income Tax and Supertax. Estimate prepared by the Board of 
Inland Revenue, showing the approximate distribution of the 
estimated amounts of taxable income, allowances, etc., among tax- 
payers, classified according to the amounts of their total incomes, 
together with the estimated number of incomes in each class and the 
tax paid by each class. [Cmd. 224.] 14d. 

National Expenditure, Third Report from the Select Committee. 
[H.C. 168.] 24d. 

Food Production Department: Statement of Financial Results 
of Principal Trading Schemes carried out by the Food Production 
Department. [Cmd. 804.] 14d. 

Board of Trade (Coal Mines Department). Statement showing 
the Basis upon which the Increase in the Cost of Coal to the Con- 
sumer by 6s. per ton is Calculated. [Cmd. 252.] 1d. 

Report on Trusts by the Committee appointed by the Ministry 
of Reconstruction. [9286.] 6d. 

Anti-Dumping Legislation. Summary Statement of the Legis- 
lative Provisions for the Prevention of Dumping in force in the 
Dominion of Canada, the Commonwealth of Australia, the Union 
of South Africa, and in the United States of America. [Cmd. 265.] 
13d. 

Minutes of Evidence taken before the Indian Industrial Com- 
mission, 1916-1918. Vol. I. [Cmd. 234.] Vol. II. [Cmd. 235.] 
Vol. III. [Cmd. 236.] 

East India Financial Statement and Budget for 1919-20, and 
Discussions thereon in the Legislative Council. 1919. [H.C. 104.] 

Railway Nationalisation in Japan. Ten Years’ Progress under 
State Management, 1907-8 to 1916-17. Tokyo: Imperial Govern- 
ment Railways of Japan. 

Report of Commission Appointed to Enquire into Industrial 
Relations in Canada, together with a Minority and Supplementary 
Report. Printed as a supplement to the Labour Gazette of Canada 
for July, 1919. 
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OBITUARY 


ARCHDEACON CUNNINGHAM 


THE death of Archdeacon Cunningham leaves England the 
poorer by the- loss of a great economist and a great personality. 
He was possibly more appreciated as an economist abroad than 
at home, where until late years the dominant school had little 
sympathy with that historical treatment of economics Cunning- 
ham made it his life-work to promote. But no one could be 
insensible to the stimulus of his personality, which, with his 
untiring, ceaseless activity, rallied round him a large school of 
zealous workers, and has left an unmistakable impress on the 
economic teaching of his day. 

We are naturally more concerned here with Cunningham’s 
work as an economist than with his biography; but a few notes 
on his life-history may not be out of place, and may go some way 
to explain the results he achieved. 

He was born in Edinburgh, December 29th, 1849, so that he 
was in his seventieth year when he died on June 10th. He was 
the third son of James Cunningham, W.S., and of Elizabeth 
Boyle, daughter of Alexander Dunlop, of Keppoch. He was 
educated at Edinburgh Academy, and afterwards at Edinburgh 
University, where he was Junior Greek Medallist in 1866, and 
studied philosophy under Professor Fraser. In 1868 he spent two 
months at Tiibingen ; he was at Mannheim with F. W. Maitland 
in 1874, and visited Marburg with his son in 1897. It was at 
Tiibingen, his daughter tells me, that two American friends first 
interested him in the Book of Common Prayer, and so attracted 
him to the Church of England. He then entered at Caius 
College, Cambridge, afterwards becoming a scholar of Trinity 
College in 1869. In 1872 he took his degree as Senior (bracketed 
with F. W. Maitland) in the Moral Sciences Tripos. He 
also obtained three University prizes, the Hulsean, Maitland, 
and Kaye. Cambridge men of to-day will wonder why a man so 
distinguished did not obtain a Fellowship. But the circumstances 
were very exceptional. At that time Trinity would only offer one 
fellowship in Moral Sciences. There were three candidates for 
it—Professor James Ward, Archdeacon Cunningham, and Pro- 
fessor F. W. Maitland, all three destined to attain exceptional, 
almost woria-wide, reputation. Professor Sidgwick, to whom it 
fell to make the selection, was a past-master in the art of critical 
estimation, but I think he never felt more difficulty in coming to 
a decision. His choice fell upon Professor Ward. It was no 
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disgrace to fail in such a contest, and with such a companion. 
In later years Trinity College made amends by electing 
Cunningham a Fellow for special merit; and he was also made 
an Honorary Fellow of Caius College, a distinction he greatly 
valued. Meanwhile he had not been idle. He was ordained by 
the Bishop of Ely in 1873; and from 1874-78 was one of the 
earliest lecturers on the new University Extension scheme 
founded by James Stuart. In 1880 he was Deputy to the 
Knightsbridge Professor of Moral Philosophy. The winter of 
1881-82 he spent in India. But he was now settling down to his 
historical work. 1882 saw the first sketch of his Growth of 
English Industry and Commerce; a second edition of which, 
enlarged to two volumes, appeared in 1890-92 ; and from 1884-91 
he was a University Lecturer in History. In 1891 he was 
appointed Tooke Professor of Economics at King’s College, 
London, a post which he held till 1897. In 1899 he went to 
America, and was Lecturer on Economic History at Harvard, 
another association that he always cherished. He returned via 
San Francisco and Canada, staying at Montreal and Quebec, and 
revisited his relatives in Montreal with his daughter in October, 
1914, on his way to deliver a course of lectures in Boston. In 
1905 he went to South Africa as President of the Economic 
Section of the British Association. He was one of the leading 
spirits in the foundation of the British Academy, of which he, as 
well as Maitland and Professor Ward, were among the original 
members. He was also greatly concerned in the formation of the 
Royal Economic Society. Among the degrees he held may be 
mentioned the D.D. of Cambridge and the D.Sc. and Hon. LL.D. 
of Edinburgh. 

No doubt Archdeacon Cunningham’s activities as a Church- 
man will receive treatment by more competent hands. But they 
must be briefly noticed here. No one could fail to see that he 
was a man of the deepest religious convictions, who allowed no 
other interest, however keenly felt, to stand in the way of his 
clerical duties ; indeed, those who only knew him in this relation 
might well have supposed that his whole life and strength were 
devoted to his church work.’ Ordained in 1873, he held in suc- 
cession several minor cures; he was Chaplain of Trinity College 
1880-91; Hulsean Lecturer 1885; Vicar of Great St. Mary’s 
1887-1908. Great St. Mary’s never had a Vicar who was more 
generally esteemed; he was said to know the names of all the 
children in the parish; and it was characteristic of him that he 
sat for an hour every day in the vestry to be at the service of 
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any parishioner who wanted help or advice. The same success 
followed his work as Archdeacon of Ely, a post he held for the 
last twelve years of his life. His social instincts, his bonhomie, 
his wide ranging sympathies, and his interest in church fabrics 
and local customs specially qualified him for some of the incidental 
duties of this office, to which he devoted himself, I have some- 
times thought, with excessive energy, making too great a draft 
on his failing strength. 

But, whatever he did, he did with all his might, and without 
a thought for the results to himself. He was always at the service 
of any inquirer, undergraduate, colleague, or foreigner; the work 
he did in this way astonished me, and it involved him in heavy 
correspondence and inquiries of a very laborious kind. He was 
most active, too, in all questions of University organisation, more 
especially, but by no means exclusively, in those that concerned 
his favourite studies. The Cambridge Historical school owes its 
remarkable development very largely to the continuous assistance 
rendered by Cunningham over the whole period of his academic 
life; and he was almost equally devoted to the work of the 
Women’s Colleges at Cambridge, and to the furtherance of the 
higher education of women in all its forms. Nor did he hesitate 
to take his full share in the cruder contests of national politics. 
He was an active member of the chief conservative organisations, 
and frequently addressed the local clubs, both of town and uni- 
versity. Latterly he had been much interested in the National 
Party; and shortly before his death he accepted the presidency 
of the Cambridge branch. His presidential address was a 
masterly statement of the general European situation and 
England’s duty in regard to it. Those who heard it little thought 
how soon they were to lose him. But he died in harness, as he 
would have wished, in the service of his country; as his son had 
died, not long before, for whom, he said, he could have desired 
no more honourable fate, and held condolence to be out of place. 

It is difficult in brief space to estimate the character and value 
of the work of such a man. The mere list of his writings on 
economical and social subjects, as given in his Progress of 
Capitalism in England, fills seven pages; this without including 
his theological and philosophical writings ; and his published work 
only partially represents his multifarious and unceasing activities. 
But the one dominant impression left on my mind by the man 
and his writings is that in Cunningham we have primarily, and 
above all, a great National Economist, the modern representa- 
tive of an old English tradition, unfortunately interrupted by the 
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atomism and premature cosmopolitanism of the laissez-faire age. 
His real ancestry is to be found in such men as the author of 
the Libelle of English Polycye, as Thomas Mun and William 
Petty, and, above all, in the spirit that inspired Shakespeare and 
the great Elizabethans. “The Common Weal of this Realm of 
England” (the short title. of the famous sixteenth-century Dis- 
course which he edited with Miss Lamond in 1891) exactly 
expresses the supreme purpose of his economic work. Unlike 
some modern intellectuals, who think patriotism vulgar, and affect 
to be the friends of every country but their own, Cunningham 
seemed always stirred by a sense of the greatness of Britain’s 
past and of her possible future, and was not afraid to make its 
maintenance and increase his first aim. 

He was not able to conceive world-society, in eighteenth- 
century fashion, as an atomistic congeries of competitive indi- 
viduals. To him all the social organisations were vitally 
important, essential conditions of a healthy society; the family, 
the guild, the township, the great trading companies, the Church, 
the mother-country itself. Just as it was natural to men to 
concern themselves first with their family and local interests, so 
with Cunningham the Weal of this Realm of England ranked 
before that of any other; and he would have held that the surest 
road to the advancement of the world as a whole lay in the 
rational pursuit of the interests of those lesser organisations to 
which we find ourselves “in private duty bound,” and in the 
order of that obligation. The family, the town, the guild, and 
the rest, to him they all played an indispensable part in the 
economic system; and, above all, the Nation and the Realm; 
that English Realm in which he would have welcomed a re-union 
of the English-speaking peoples. 

Viewed in this way, economic history appears as one great 
concerted development, with something of the epic character ; 
and one is always conscious of this in reading Cunningham’s 
presentation of it. He says of the work done by his predecessors 
that too little progress had been made in surveying the growth 
of economic activities in their interconnection, and the develop- 
ment of the Body Economic as a whole. This was precisely what 
he set himself to do. But he did much more than this. It has 
been observed by “J. 8. N.,” in an admirable appreciation written 
for the Chronicle of the Edinburgh Academy, that the title 
Cunningham gave to his great history is misleading. It certainly 
is far from representing his full or even his primary purpose. 
Cunningham’s real interest, to which his philosophical training 
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naturally inclined him, was rather in the history of economic 
opinion than in the material growth, either of industry or trade; 
in policy and institutions first, in their business results only in a 
secondary sense, as a test of the soundness of the policy. But, 
like all great economists, he was a strong realist, with an evident 
delight in the fact as such; and no detail was too minute for him 
if it threw any light on character and motive. 

Another aspect of Cunningham’s treatment of economic 
history is suggested by an observation he makes on Thorold 
Rogers. He says that Rogers is specially taken up with the 
economic interpretation of political history, and does not seem 
to have regarded the economic development of the country as 
itself deserving of systematic study. There is truth in this criti- 
cism, and it may be carried further. Rogers, in fact, used 
economic history as the Whigs had used Ricardian theory, as a 
handy weapon with which to belabour his political opponents ; 
for Rogers was political in both senses of that word. Cunningham 
is everywhere sympathetic and interpretative ; he enters so fully 
into the spirit and aims of the systems and policies he describes 
that his own views are often not easy to seize; he is like a great 
dramatist, who cannot be identified with any one of the characters 
he creates. Negatively, he is the very antipodes of such a writer 
as McCulloch, who, with all his keen interest in history, judged 
the value of seventeenth-century writings by their approximation 
to the views of the men of 1846. Hence Mercantilism, merely 
burlesqued in the pages of the orthodox text-books, really lives 
in Cunningham’s handling of it; and we are able to see that it 
represented elemental truths, and to feel no surprise at modern 
revivals of the policy. His treatment of medieval economy is 
even more admirable and persuasive. The average English 
economic student of the last generation got his first intelligent 
idea of this great organic age, as Comte called it, so full of instruc- 
tion for our own, from the works of Cunningham and Sir William 
Ashley. Cunningham’s interpretation convinces because it is 
based on a very real moral sympathy with the spirit and ideals of 
the Middle Age; a sympathy based on understanding, the result 
of laborious and most scholarly study of all available sources. To 
Cunningham, as to all genuine historians, appreciation and 
explanation, not criticism, is the main function of history; one 
may say simply appreciation, for without appreciation explanation 
is impossible. 

When we turn to consider how far Cunningham’s achievement 
realised his intentions we must remember that he had the courage 
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to go to press with his first rough sketch, almost before he had 
been able to look round his subject. The little crown octavo of 
1882 lent itself to facile criticism from those who were experts 
in any one of the wide range of topics somewhat casually selected 
for treatment in it. But Cunningham was justified in the result. 
From the first his book became the rallying-point for a school ; 
and as the incessant industry of the author explored fresh fields 
each successive edition was greatly improved; and in its latest 
form the work is an established classic. The improvement was 
specially marked in the edition of 1903. The history then became 
very fully documented, and more closely dated and defined. It 
now represents, quite apart from the author’s own conclusions, an 
invaluable quarry of material, likely in the hands of specialist 
inquirers to yield further results of great importance, but already 
well organised to give that connected and comprehensive view of 
English economic development which was Cunningham’s original 
purpose. What is everywhere apparent, over and above the 
remarkable breadth and variety of interest shown, and the wide 
range of time covered, is the author’s delight in going direct to 
original sources. This, in earlier editions, and perhaps to some 
extent even in the latest, led him to avoid generalising his 
material ; and so makes his exposition appear in places desultory 
and unsystematic. But, if this is a fault, it is a fault on the 
right side. It gives a sense of reality, and quickens, as I think 
nothing else does, the interest of the student. ‘To furnish this 
wealth of material the rich stores of the British Museum and the 
State Papers and a mass of local records have been patiently 
searched. Some of the enormous labour this must have involved 
might have been saved and further sources discovered, if the 
classified collection in the Goldsmiths’ Library, arranged 
expressly to facilitate historical work, had been consulted. But 
it was probably Cunningham’s extreme loyalty and delicate sense 
of honour in regard to the work of others in his own line of study 
that prevented his use of this material, which he knew that I had 
at one time hoped to find leisure to work at myself. It was 
characteristic of the man; it rather increased his labour than 
injured his work. That work will endure. 

I have already hinted that Cunningham, like most path- 
breakers, met with a certain hostility from a section of English 
economists. Their criticisms related rather to his views as a 
general economist than to his work as historian ; but it is difficult 
to distinguish, for Cunningham’s attitude was the same in all his 
activities. Perhaps what his Cambridge colleagues could least 
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understand, and therefore most resented, was his general depre- 
ciation of economic theory, or, as the phrase now goes, of analysis. 
I remember that in early days I was in constant though friendly 
controversy with him on this point, and found his position unin- 
telligible. It seemed to me that there was no necessary opposition 
between the theoretical and the realistic habit, as the example of 
Jevons so brilliantly showed. But on further consideration I 
have not only learnt to understand Cunningham’s mistrust of 
economic theory, but find myself more and more inclined to move 
in his direction. He did not explain his views very fully, con- 
tenting himself with the assertion that political economy could 
only be a descriptive, not a deductive, science. I believe that he 
was a Comtist without knowing it. He sometimes criticises 
Comte; but he did on the whole adopt Comte’s position that 
separate abstract studies of human action were dangerous and 
inadequate ; that man must for practical purposes be treated as 
a complex whole; that the only adequate practical science could 
be no narrower than the limits of sociology in general, the old 
Greek Politics. This explains his hostility, which many thought 
excessive, to economic theory. He regarded it as an attempt to 
found an independent science of self-interest, measured by market 
values; and there is no doubt it is often so regarded. Cunning- 
ham mistrusted attempts to arrive at results of practical value by 
abstract deductions from meagre, and often ill-defined, or even 
undefined, assumptions. With Carlyle, he did not believe any 
society ever had existed, or could or should exist, based on the 
“Cash Nexus” alone. The most important practical questions 
depend at every point on the complicated reactions of human 
nature and human motive. The live issues of to-day turn ulti- 
mately on points of character and personality. They require 
treatment, not on the lines of mathematical physics, so much as 
of ethics and psychology. 

All this, however, may be admitted, and it may yet be held 
that economic theory is a valuable discipline, and useful within 
its limitations, when these are rigorously observed. Cunningham 
could hardly deny this, but he doubted the observance of the 
limitations. It had so often been found in practice that those 
who were specially addicted to theory, or what passes for theory 
in economic text-books, were liable when they turned to practice 
to be doctrinaires, and to show lack of the necessary width of 
outlook and sound judgment. It is these latter qualities which 
are most essential for the practical economist; and there is no 
finer school for them than the study of history, scientifically pur- 
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sued. Cunningham often protests against the view that the study 
of historical conditions is an idle pedantry, and insists that it is 
essential for the understanding of present-day conditions. What 
a flood of light a serious study of medizval economy would throw 
on the causes of modern industrial unrest ; what a world of waste, 
violence and wreckage might have been spared us had those in 
authority profited by the study of more natural and human, if 
more primitive, social conditions. Considerations such as these 
may help to explain, if they do not altogether justify, Cunning- 
ham’s attitude towards the theoretical school. At the time he 
began his campaign historical study was unduly depreciated at 
Cambridge ; and while there has been a marked change in English 
opinion since those days, it must not be forgotten that the change 
was due in no small degree to Cunningham’s influence. 

A minor point, but one which exposed Cunningham to even 
stronger antipathies, was his attitude on Tariff Policy. I have 
always thought that he did himself and his real aims something 
less than justice by his uncompromising support of the Tariff 
Reform party. But this, again, was characteristic of the man. 
Intensely loyal as he always was, he felt it a duty to put his party, 
as he put his country and his church, before any personal con- 
siderations. He thought the Tariff Reformers were on the right 
side in opposing Cobdenism, Internationalism, and the unre- 
strained pursuit of cheapness and immediate profit ; he therefore 
fought under their flag, and, having once ranged himself, he did 
not try to insist upon his own formulation of the precise issue. 
But I have come across nothing in his works, nor in converse 
with him, which would justify Protection in the sense in which 
many Tariff Reformers use the term. His position was essentially 
that of the National Economist, whose supreme aim is not tem- 
porary cheapness, but the permanent increase of the productive 
power and general welfare of his country; of his country first, 
then of Britons overseas, and next of his country’s friends. One 
thinks of him as in sympathy with Colbert and List rather than 
with McKinley, or some of those modern Tariff Reformers who so 
ingenuously ask to be protected against, and in proportion to, 
their own inefficiency. 

But there is no need to defend Cunningham, who was not in 
the least disturbed by these differences with a section of his 
colleagues. He had the courage of his opinions, and was well 
able to maintain them against all comers; indeed, I am not sure 
that he did not find a certain stimulus in controversy. He has 
been considered a hard fighter ; most men of deep convictions are ; 
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he may have been occasionally severe where he thought he saw 
dishonesty ; but he was able to take as well as to give a blow, he 
was always fair and courteous; it was a pleasure to cross swords 
with such an opponent. One’s last recollections of him are of a 
man who was the soul of honour and loyalty, gifted with a sin- 
gular power of inspiration, absolutely unselfish, overflowing with 
kindly interest to all sorts and conditions of men. 

He was happy in his end; he had lived to see the fruit of his 
labours. Economic history in England before he began to work 
at it was generally neglected, especially at the Universities. It 
was represented by some creditable histories of special subjects 
such as we find in the works of Sinclair, Eden, Ruding, Tooke 
and Nicholls, all the product of an earlier generation ; or by bare 
Annals of Trade, of which the work of Anderson and Macpherson 
is the outstanding example; or, again, by a medley of antiquities 
mostly collected by local antiquaries. Before Cunningham died 
this mass of material, with immense additions, had been welded 
into a coherent, continuous national history. But he was not 
content merely to furnish the means for study ; he did more than 
anyone to give the study its due academic weight. Blackstone 
said of Adam Smith that he made economics speak the language 
of the scholar and the gentleman. That is to say, he gave 
economics an established place in academic studies and general 
culture, ranking with the older studies of ethics and jurisprudence. 
It was precisely the effect of Smith’s work, and, if we take a 
long view, was probably his greatest service to the science. Arch- 
deacon Cunningham has rendered a similar service to economic 
history in England. His success was partly due, as in the case 
of Adam Smith, to his wide range of accomplishment in the moral 
and legal sciences; but it owed almost as much to his vigorous 
personality and untiring energy. He was unsparing in the drafts 
he made on his strength, and it can hardly be doubted that his 
generous devotion to public work hastened his end. But if lives 
are measured by content, Cunningham’s life was a long one. It 
was long enough to see his great aims achieved. He had con- 
tributed to a remarkable revival and co-ordination of inquiry in 
Economic History, he had obtained for the study some sort of 
academic recognition, and he had given a distinctly historical 


impress to the tone and teaching of the English economic school. 
H. 8. FoxweE.n 


At the request of the Editors, Mrs. Lilian Knowles has con- 
tributed the following personal appreciation of Dr. Cunning- 


ham :— 
Dr. Cunningham was so vivid a personality that it is almost 
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impossible to realise that we shall see him no more. He was so 
intensely, vitally alive, so interested in everything that was going 
on, so keen a Churchman, so great a scholar, so inspiring a 
teacher, so good a friend. If one had to single out two of the 
leading features of his many-sided character, one would accen- 
tuate, I think, his immense capacity for, and output of, work of 
a high quality, and his intense interest in human beings. I had 
some opportunity of seeing his methods of work, since I helped 
him to gather the material for his Western Civilisation (Modern 
Times) and the later editions of his Growth of English Industry 
and Commerce. After working for weeks I would get together, 
in the British Museum or Record Office, a pile of documents or 
books which I thought would occupy him for days. He would 
come down from Cambridge, tear the heart out of the mass in a 
day, or perhaps even an afternoon, and be ready for more. He 
scarcely seemed to glance at the books, but he had always got the 
gist of the matter. He had an unerring instinct for the point. 
When I began teaching at the School of Economics he said to me : 
‘Get an idea, right or wrong; it is something for the students to 


. hang on to. The facts will sort themselves.’’ His historical 


sympathy was so great that he saw instinctively what the people 
of other days were aiming at, and the facts in his hands fell 
into their place. On the other hand, he was always prepared to 
alter his views or his ideas if the facts would not support him. 
He entirely altered his opinions as to the effect of the Navigation 
Acts, for instance, in the later edition of the Growth. In The 
Progress of Capitalism in England (1916) he collected, on pp. 136- 
142, a list of all his'books and articles on economic subjects, 
omitting his numerous contributions to Divinity. The economic 
works total up to 101, not including The Progress itself. In that 
list The Growth of. English Industry and Commerce (three vols. 
of 1,763 pages) counts as one book only. I know of two works 
published since 1916, and two more in preparation. 

He used to say to me when we were labouring at the Growth : 
“Tf I can only get this finished, my subject will never die. 
Seeley’s subject tended to lapse with his death, because he never 
left a text-book. This book will be altered and re-written, but ] 
have sketched out the scheme and laid the foundations. Economic 
history teaching will always go on.” Before he died he saw his 
subject, which in my time at Cambridge (1890-4) was only one 
paper in the History Tripos, included in the Economics Tripos 
and taught in every University of any standing in the United 
Kingdom. It spread from there to workers’ educational classes, 
and is now widely taught in secondary schools. This could not 












392 THE ECONOMIC JOURNAL [SEPT. 


have been done had not Dr. Cunningham sketched the periods 
and main features of English economic evolution, taking into 
account, as no other economic historian has done in any country, 
the agricultural, commercial, industrial, and financial sides of life 
and weaving them in with the political happenings of the time. 
He was always very keen to show the interaction between political 
and economic life. The book was written for teachers, and it is 
marvellous that over 2,000 years of English life should have been 
got into three volumes. He used to say to me: “If I put in all 
you want me to put in, it will be twelve volumes and not three, 
and then nobody will be able to buy it.” He gave the whole of 
the profits of the book—£800—to Girton to publish the books of 
authors who otherwise might not get a chance. The result is 
“The Girton Series.” 

He was keenly interested in the Tariff controversy. He held 
that as the manor merged into the town and its surrounding 
country, and that again into the nation, so we were, in the ’nine- 
ties, at a parting of the ways. We had to choose whether we 
would merge into the bigger unit of the Empire in accordance 
with historical evolution or whether we would remain a small 
outlying island on the edge of Europe. He considered that we 
must go over to something bigger or we should share the fate of 
Holland in the eighteenth century. He believed that a preference 
system with a consequent alteration in our free trade system was 
the way to effect this. Hence he was a stalwart of the Tariff 
Reform band. 

It is only when one knows how rarely he got an uninterrupted 
morning or afternoon for work that one realises how marvellous 
was the task accomplished. He believed that it was his duty to 
work, and his views are set out in his book called The ‘Gospel of 
Work. 

The interruptions to his economic activities arose from the 
fact that he was an ecclesiastic as well as an economist. I once 
said to him: “Why don’t you give up Great St. Mary’s? You 
only get £60 stipend and you keep two curates. It is a dead loss 
to you, and you never get a Sunday’s rest.” He told me that he 
was a priest first and that he considered he could never cease to 
be an active priest. When a smallpox epidemic broke out 
in Cambridge in the summer of 1902 or 1903 the proofs of the 
Growth ceased to come to me. When Dr. Cunningham turned 
up at the Museum I asked whether he had been in the smallpox 
hospital. He said that he had been there every day. He 
explained to me that the convalescents were so dull and that he 
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brought them papers and played games with them. I suggested 
that he should send one of his curates. Curates who cannot 
write economic histories can play backgammon with smallpex 
patients. Dr. Cunningham explained to me that if there was 
anything wrong in the hospital, he was a big enough personage 
to “kick up a row,” and that a curate would not be in the same 
position. The real reason was that he would not risk his curates. 
He spent weeks afterwards trying to get those smallpox patients 
posts, as people were afraid to engage them at first. It is impos- 
sible to exaggerate the kindliness of Dr. Cunningham’s nature. 
No one ever went to him for help who did not get it, and he 
often realised when people wanted consolation or help without 
being asked, and went out of his way to give it. But he did 
more than that, he set out to give pleasure. Many of the Girton 
history graduates owe him some of the happiest times of their 
lives. It did not matter to him whether you were rich or poor, 
intellectually good or weak, you were a human being, and he 
tried to get to know you outside the lecture-room, and took an 
interest in your career. 

It is difficult for one who, like myself, owes him everything, 
intellectually speaking, justly to appraise him. ‘To me he has 
always been the greatest man I ever met, and it has been my 
good fortune to meet many distinguished men. His love of 
human beings, his all-embracing charity, his sense of humour, 
his humility, and his mighty inspiring intellect will ever be the 
most precious memories of our association together. 


Sir Epwarp HoLpEeN 


THE loss which the City has suffered by the death of Sir 
Edward Holden seems to be more fully realised as time goes on. 
So combative and individual a figure could not fail to rouse 
jealousies and animosities during his life; but the value of his 
personality to London as a whole is now being referred to more 
appreciatively, and realised more clearly, by those among whom 
he worked. Since 1891, when the amalgamation of the Birming- 
ham and Midland Bank with the Central Bank of London was 
effected, the English joint-stock banks have steadily increased 
their resources and their sphere of operations, and it is fair to 
say that Holden was throughout a pioneer. It was an era of 
amalgamations and absorptions; in 1898 the union with the City 
Bank produced the London City and Midland, with Holden as 
its leading spirit. The next twenty years saw many absorptions 
No. 115.—vow. xxx. DD 
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of smaller banks, great extension of banking activity, and the 
selection of Holden as Chairman as well as Managing Director 
of the bank; and last year the amalgamation with the London 
Joint Stock Bank gave the combination the largest deposits of 
any private bank in the world. 

The rise of a man unsupplied with private wealth or influence 
to such a position is in itself remarkable; yet, if that was all, 
Holden’s name would not necessarily be long remembered. But 
he was more than a successful man ; he had many of the elements 
of greatness. He could see the wood and the trees together, and 
in their right proportions. He was not afraid of big transactions, 
yet never, to the end of his days, did he fail to be informed of 
details, often trifling in appearance, in regard to his customers 
and their interests. 

Perhaps the quality of his mind can best be judged by his 
attitude towards foreign business. In the ‘nineties managers of 
English banks knew very little of conditions abroad, and did prac- 
tically no business involving foreign currencies and exchange. 
Holden was at first no exception to this rule, nor was he 
intellectually capable of seeing at a glance what could be done 
in that field. But he saw that something could be done, and he 
set to work to find out what others were doing, and to improve 
onit. Characteristically, he began, not with speculation, but with 
meeting the financial needs of English shippers who wanted 
money collected, guarantees given, and so forth, in foreign ports. 
From this nucleus he built up a large and profitable business all 
over the world, and showed at a later stage his independence of 
mind by refraining from opening up subsidiary companies or 
branches abroad, as some of his competitors did. He took the 
machinery that was in existence, and developed it in the way he 
wished. He never began an enterprise without first thoroughly 
understanding himself what he was about to do; he was eager 
for the utmost possible profit for the bank, but never afraid to 
give away what were really small things in order to gain big 
things. 

His zeal for the bank contributed largely to the present con- 
centration of financial power in the hands of five great institu- 
tions ; but the very qualities which made his success possible made 
it impossible for a Money Trust to exist while he lived. His 
speeches, which were widely circulated each year, were the result 
of elaborate preparation aided by an excellent intelligence staff 
of which he made good use; for he always knew how to appre- 
ciate talent, and, despite the concentration of power in his hands, 
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he was no egotist, and prepared the way for his successors with 
skill and discretion. He lived for the bank, and for its customers 
as much as its shareholders ; and he was never done with learning. 

Few who knew him will quickly forget the force and yet the 
essential kindliness of the man. His combativeness was on the 
surface. ‘‘Deposits! what are their deposits?” he once said of 
certain other banks which opposed some change on the ground 
that they might lose them. Yet one can see well enough now 
how much London as a whole has gained in prestige and influence 
abroad, particularly in America, from one who feared neither 
tradition nor Governments nor big names, but applied the whole 
of his great talent and fiery energy to the development of an 
institution which he believed could be of service to the whole 
community. D. S. R. 

[A full biography of Sir Edward Holden will be found in the 
Bankers’ Magazine for September, 1919. | 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


May, 1919. A Survey of the Development of the Servian (Southern 
Slav) Nation. Pror. G. DiourtrcH. The Measurement of 
Changes in the Cost of Living. A. L. Bowxey. General prin- 
ciples are adapted to the case before us—great changes in the 
proportionate quantities of commodities consumed at two epochs 
(1914 and 1918). Crop Cycles in the United Kingdom and in 
the United States. H. L. Moore. 


The Quarterly Review. 


Juty, 1919. Women in Industry. Sir Lynpen Macassry. After 
describing the industrial position of women before and during 
the war, the well-informed writer prescribes for the future 
equality of opportunity with due regard to sex peculiarities and 
precautions against ‘‘undercutting.’’ Inland Transport. 
JAMES CARLISLE. With reference to several recent official 
reports, the existing means of transport are surveyed, and to 
effect certain improvements there the creation of a strong 
Board of Control is recommended. Railway Nationalisation. 
W. M. Acwortn. Having regard to existing conditions—e.g., 
the cost of the railways to the Exchequer for 1919-20, at least 
£60,000,000—Mr. Acworth holds that nationalisation, at 
least as an interim policy, is the best course now open to us. 
He offers suggestions for avoiding the disadvantages of State 
management. German Business Methods in the United States. 
C. H. Butt. Home Rule and Labour in Catalonia. Jost pF 
Armas. Reconstruction in the United States. Wat.po G. 
LELAND. 

The Edinburgh Review. 


Juty, 1919. The Future of British Agriculture . . . Trade Com- 
binations. C. E. Faye. Referring to the Report of the Com- 
mittee on Trusts. ([Cd. 9236.] 1919. The Ethical Side of 
Socialism. The Editor. Envy, hatred, and malice inspire the 
war against existing institutions. 


The Contemporary Review. 


Juty, 1919. Steel and the Coal Trade. Sik HuGu BE Lt. 

Aucust. The Report of the Coal Industry Commission. R. H. 
Tawney. If the workers’ demand for a _ radical recon- 
struction of the coal industry is rejected, the much-required 
increase in output will be prevented. French Industry and 
Motive Power. S. HuppLEston. 
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Better Business (Dublin). 


The Production of Preserved Milk. The translation of a lecture by 


a Danish instructor. Co-operation in the New World. Mort- 
gage credit is the subject of this ninth article. An Impression 
of the 1.4.0.8. General Meeting. W. B. W. An outsider who 
attended the meeting of last March was impressed by the juxta- 
position of the Reverend the Grand Chaplain of the Order of 
Orangemen and the Reverend the Vice-President, Sinn Féin. 
The ‘‘ sense of the house ’’ seemed to be distrust of Govern- 
ment. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1919. The Relations of Recent Psychological Developments 


to Economic Theory. Z. Cuark Dickinson. Having premised 
that economics is only in part an objective science, the writer 
elaborately discusses the hedonistic foundation of economic 
action, the summation of utility, and other philosophical topics ; 
concluding that psychology would be especially useful for 
dynamic purposes if it assisted us to prophesy what would be 
the result of supposed innovations. Latin-American Foreign 
Exchange and International Balances during the War. J. H. 
Wiuiams. An instructive study of the foreign exchanges in 
Argentina, Brazil, Chile, and Uruguay. The Positive Contribu- 
tions of Scientific Management. H. H. Farquuar. Industrial 
péace, increased wages, improved working conditions, larger 
individual opportunity, such are some of the achievements 
claimed for the science of management. Indebtedness of the 
Principal Belligerents. I. R. Gortues. The total debt con- 
tracted during the war by four Central Powers and five Allied 
Powers (excluding Belgium, Japan, and Balkan belligerents) 
amounts almost to 210,000 million dollars (£42,500,000,000), 
of which more than 70 per cent. is borne by the Allied, and less 
than 80 per cent. by the Central, Powers. The Iron-Ore 
Problem of Lorraine. ABRAHAM BerGutunp. The old inter- 
change of French ore for German coke will probably be resumed. 

In the notes Prof. Brown disputes an argument in favour 
of Protection used by Prof. Carver. There is a rejoinder by 
Prof. Carver, and a “‘ re-rejoinder ’’ by his critic. 


The American Economic Review (Cambridge, Mass.). 


JunE, 1919. The Revenue Act of 1918. Roy and Guapys BuaKeEy. 


The Proposal to Stabilise the Unit of Money. G. H. Knisss. 
A criticism of Prof. Irving Fisher’s scheme. A Rejoinder. 
IrvinG FIsHer. An American Standard of Value. D. J. Tinngs. 
Referring to the ‘‘ market gage dollar ’’ proposed in the AMERI- 
cAN Economic REviEw, September, 1918, by the writer. 
Agriculture in Early Latium. Tenney Frank. In the sixth 
century B.c. Latium was cultivated with an intensity seldom 
equalled elsewhere. The productive qualities of the soil were 
thereby exhausted; the deforestation of the Volscian mountains 
hastened the ruin, and the small farmers yielded ground to the 
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lord, who commanded capital for ranching on a large scale. 
The Purposes Achieved by Railroad Reorganisation. A. G. 
DEWING. 


Journal of Political Economy (Chicago). 


Jury, 1919. The Webb Law. Wiuiam Notz. Referring to the Act 
of 1918 involving compulsory registration and some control of 
trade combinations. Plant Administration of Labour. Pau. H. 
Doveias. On the functions of management. The Place of 
Agriculture in Modern Industrial Society. II. E. G. Nourse. 
Commercial Banking and Capital Formation. Myson W. 
Watkins. A criticism ef Mr. Moulton’s writing on this subject ; 
with a rejoinder by Mr. Moulton; a rebutter by the critic and a 
surrebutter by the criticised author. 


Political Science Quarterly (New York). 


Marcu, 1919. Price Fixing in the United States during the War. 
I. L. H. Haney. 

Junk. Price Fixing in the United States during the War. II. 
L. H. Haney. 


Annals of the American Academy (Philadelphia). 


May, 1919. This number deals with Economic Internationalism, 
including a short paper by Pror. T. N. Carver on international 
phases of the land question; a forecast of American Tariff 
Policies, by W. S. CuLBERTSON, member of the United States 
Tariff Commission ; and several papers bearing on the relation of 
economics to peace. 

Juty. This number is devoted to International Reconstruction. 
Among the subjects discussed are The Future of Turkey, The 
Present and Future of Russia, The Freedom of the Seas, ete. 


Journal des Economisies (Paris). 


May, 1919. La propriété littéraire et artistique pendant la guerre. 
FERNAND-JAcQ. Le Bolchevisme en Russie. A. RAFFALOVICH. 
A résumé of the White Book on Bolshevism issued by the 
British Government. Les Grands Compagnics de Chemins de 
Fer en 1918. Q. DE Novvron. La circulation fiduciaire et Vor 
aux Etats-Unis durant la guerre. A. RAFFALOVICH. 

JunE. La politique financiére de M. Klotz. Yves-Guyor. An 
unsympathetic criticism. Le Budget Britannique pour 1919-20. 
W. M. J. Wuutams. La question monétaire en Turquie. 
A. RarraLovicH. Inflation is stimulated by the Turk’s pre- 
possession in favour of hard money. The paper price of bread 
has risen by 1,727 0/0, that of sugar by 7,900 o/o0, that of coffee 
by 6,687 0/0, and so on. La situation bancaire en Roumanie. 
P. CAUBONE. 

Jury. Le traité de Versailles. Yves Guyot. Les Menées Socialistes 

et les Nationalisations. Y.G. La question de Constantinople. 

M. Ketsepcy. Le Mouvement des prix avant et depuis la 

guerre. G. DELAMOTTE. 
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Revue d'Economie Poittique (Paris). 


Marcu—Aprin, 1919. Les Causes de la Hausse des Priz. Baron 
CHarLeEs Mourre. A study on the effects of quantity of money 
and rapidity of circulation. Le mouvement de la population 
pendant la guerre dans la France non envahie. J. Bourpon. 
Interesting vital statistics. La Politique Frangaise en matiére 
d’Importation pendant la guerre. A. ArTaLion. Les Relations 
Commerciales Germano-Russes et l’Avenir. V. Guasorr. Les 
idées économiques et sociales de Giuseppe Mazzint. G. ANAS. 
Le papier-monnaie en Turquie pendant la guerre. J. VERGEOT. 
Le Marché Cotonnier du Havre pendant la guerre. E. 
AmpHoux. Les Causes de la Hausse de Prix (Suite et fin). 
LE Baron CHartes Mourre. 


Le Musée Social (Paris). 


Les Moyens d’intensifier la Production Agricole. E. TissERAND. 
Le travail des femmes et le demi-temps. Madame A. DE SAINTE- 
Croix. The ‘‘ part-time ’’ system which allows women to work 
for half-days has good results. 


De Economist (La Hague). 


Aprit, 1919. Het Vraagstuk van de delging der oorlogs of crisis- 
schulden. G. M. Boissevatin. The question of the discharge 
of war debt is resumed and concluded. 

Auaust. De Vrede. CC. A. Verriyn Stuart. The treaty of 
Versailles, politically and economically short-sighted, cannot be 
durable. Nieuwe vershuiving van mannelijke en vrouwelijke 
arbeidskrachten. ANNA Pouak. The entrance of women into 
many new branches of industry in different countries has brought 
nearer the triumph of the principle ‘‘ Equal pay for equal work.”’ 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tubingen). 


Fesruary, 1919. The number described as the eighth of the series 
Krieg und Wirtschaft deals with economics of the transition 
period. The problems of price, wages, and labour in that period 
are discussed by Dr. Apot¥ Braun. The most distinctly fore- 
seen development is a great increase in the employment of 
women. The restoration of private rights suspended by hos- 
tilities, the housing question, and the need of economic teaching 
are dealt with in three following articles. The editor, Prof. E. 
Lederer, concludes his survey of the economic dislocation 
[Umschichtung] during the war. 


Giornale degli Economisti (Rome). 


May, 1919. Gli odierni aspetti dell’economia dei trasporti. Caro 
pt Noxa. L’imposta sui profitti di guerra. L. Nina. Le statis- 
tiche e le relazioni periodiche nella burocrazia. EpIcaRMo 
CorBINO. 
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Jung. L’industria nazionale delle costruzioni navali. D. Guipt. 
I figli di guerra. M. Bouprint. Statistical researches on the 
fecundity of Italian soldiers. 

Juty. Sulle valutazioni della Richezza Nazionale. C. Gini. The 
writer defends the method of valuing national wealth employed 
by him in his La Richezza Nazionale. Industria della Costruztoni 
navali e industria dell’ armamento. Epicarmo CorgBino. 


La Riforma Sociale (Turin). 


Marcu—Aprit, 1919. La richezza nazionale e tl costo economico 
della guerra. PaSQuaLE JANNACONE. La liguidazione dei debiti di 
guerra. W.R. Scott. Two portions of Prof. Scott’s ‘‘ Econo- 
mic Problems of Peace after War’’ are here translated into 
Italian. Gli effetti dei Censimenti delle denuncie e dei seques- 
tri. F. Paterta. 

May—Jung, 1919. La via che seguiremo. The ‘‘ Christian-Social 
School,’’ represented by Lamennais, Manning, Davies, and 
Tonioli, does not dispense with the classical school. La leva 
sul capitale. F. Y. Epcewortn. A translation of a lecture 
given at Oxford. 





NEW BOOKS 


English. 


AaGeER (E. P., Ph.D.). Organised Banking. London: Allen and 
Unwin. 1919. Pp. ix+385. 12s. 6d. net. 

{The outcome of a course of lectures delivered at Columbia University, where 
the author is an Associate Professor of Economics.] 

Boots (Meyrick). Social Reconstruction in Germany. London: 
Allen and Unwin. 1919. Pp. 36. Is. 


CaLverT (A. F.). Salt and the Salt Industry. (Pitman’s 
Common Commodities and Industries Series.) London: Pitman. 
1919. Pp. viit+151. 2s. 6d. 


Cannan (Epwin). Coal Nationalisation. Précis and evidence 
offered to the Coal Industry Commission. London: P. S. King. 
1919. Pp. 36. 2s. 

[Professor Cannan here prints the complete text, which is abbreviated in the 
published Minutes of Evidence. ]} 

China National Defence League. The World Peace and Chinese 
Tariff Autonomy. London: Allen and Unwin. Pp. 12. 

{A plea for the removal of tariff restrictions in China. The rights of China 
in other respects are advocated in some companion pamphlets, published under 
the same auspices.] 

Cooper (W. R.). The Claims of Labour and of Capital. With 
a prefatory note by the Right Hon. G. H. Roberts, Food Controller. 
London: Constable. 1919. Pp. 84. 


Garton Foundation Memorandum on Industrial Situation after 
the War. London: Harrison and Sons. 1919. 2s. 
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Hatcu (F. H.). The Iron and Steel Industry of the United 
Kingdom under War Conditions. A record of the work of the Iron 
and Steel Production Department of the Ministry of Munitions. 
Privately printed for Sir John Hunter, K.B.E. London: Harrison 
and Sons. 1919. 


Hopson (J. A.). Taxation in the New State. London: 
Methuen. 1919. Pp. xii+254. 6s. 
[Reviewed above. ] 


Huenes (W. R.). New Town. A Proposal in Agricultural, 
Industrial, Educational, Civic, and Social Reconstruction. Edited 
for the New Town Council by W. R. H. London: Dent. 1919. 
Pp. 141. 


- Kettre (Sir J. Scorr) and Epstein (M.). The Statesman’s 
Year Book, 1919. London: Macmillan. 1919. 18s. 

{Among the additions of this year are three new sections, on Czecho- 
Slovachia, Iceland, and Poland.] 

KITCHENER OF Kuartoum. A Patriotic Road to Wealth. Chesham: 
The Carlton Press. Pp. 41. 

[The importance of emigration to British East Africa is urged.] 


MackInDer (H. I.). Democratic Ideals and Reality. A Study 
in the Politics of Reconstruction. London: Constable. 1919. 
Pp. 272. 


Marriott (J. A. R., M.P.). The Right to Work. An Essay 
introductory to the History of the French Revolution of 1848. 
Oxford: Clarendon Press. Pp. 98. 1s. 6d. 

[Originally yous as an Introduction to an edition of Louis Blanc’s 
Organisation du travail, and reprinted as applicable to present labour 
problems. ] 

MARSHALL (ALFRED). Industry and Trade. A study of indus- 
trial technique and business organisation; and of their influences on 
the conditions of various classes and nations. London: Macmillan. 
1919. Pp. xxiv+875. 18s. net. 

[Book I., Some Origins of Present Problems of Industry and Trade; Book II. 
Dominant Tendencies of Business Organisation; Book III. Monopolistic 
‘Tendencies: Their Relations to Public Well-being; 16 Appendices. To be 
reviewed. | 

Money (Sm Leo Cuiozza). Fifty Points about Capitalism. 
London: Palmer and Hayward. Pp. 50. 6d. n. 

{Reprinted from the Daily Herald.] 


Morris (Davip B.). The Stirling Merchant Gild and Life of 
John Cowane. Stirling: Jamieson and Munro. 1919. Pp. 367. 
7s. 6d. net. 

[In two parts :—I. The history of the Stirling Merchant Gild in relation to 
gilds generally and to the growth of Scottish municipal institutions; and II. A 
life of a typical Scots merchant of the early seventeenth century.] 

Pace (W.). Commerce and Industry. A Historical Review of 
the Economic Conditions of the British Empire from the Peace of 
Paris in 1815 to the Declaration of War in 1914, based on Parlia- 
mentary Debates. Edited by William Page. With a preface by 
Sir Wm. Ashley. London: Constable. 1919. Vol. I. Pp. xvit+ 
492. Vol. II. Tables of Statistics for the British Empire from 
1815. Pp. xx+239. 32s. net 
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Samus, (A. M.). The Herring: its Effect on the History of 
Britain. London: Murray. 1918. Pp. xx+199. 


SHADWELL (ARTHUR). Coal Mines and Nationalisation. Reprinted 
from the Times. London: Longmans. 1919. Pp. 32. 1s. 


Stamp (J. C.). The Wealth and Income of the Chief Powers. 
London: Royal Statistical Society. 1919. Pp. 67. 2s. 6d. 

[A reasoned compilation of .the best available estimates of great value in 
connection with indemnities and capital levies, read before the Royal Statistical 
Society on May 20th.] 

Topp (J. A.). The Mechanism of Exchange. London: Milford. 
Pp. xiv+273. 7s. 6d. net. 

{A second edition, slightly altered and brought up to date, of the work 
reviewed in THE Economic Journat, 1917.] 

TowLtER (W. G.). The Nationalisation of British Industry. 
London: Municipal Society. 1919. Pp. 24.° 3d. 


{Against the nationalisation of coal and other industries. ] 


Wesster (A. D.). National Afforestation. Jondon: Fisher 
Unwin. 6s. 


American. 


ALLEN (CHARLES R.). The Instructor: The Man and the Job. 
Philadelphia: Charles R. Allen. 1919. Pp. 373. 


Carver (T. N.). Principles of Political Economy. Boston: 
Ginn. 1918. Pp. ix+588. 8s. 6d. 


[To be reviewed.] 


CuarRK (J. Maurice). Readings in the Economics of War. 
Edited by J. M. Clark and others. Chicago: University Press; 
London: Cambridge University Press. Pp. xxxi+676. $3. 


[A classified collection of extracts for use in American courses in economics. ] 


Cotcorp (JoaANNA C.). Broken Homes: A Study of Family 
Desertion and its Social Treatment. New York: Russell Sage 
Foundation. 1919. Pp. 208. 


{The Superintendent of the Charity Organisation Society of the City of 
New York prescribes for marital unhappiness. ] 


Coutuins (CHARLES WALLACE). The National Budget System and 
American Finance. New York: Macmillan Co. 1917. Pp. 151. 


Commons (J. R.). Industrial Goodwill. New York: McGraw- 
Hill. 1919. Pp. 213. 


Dovetass (H. Paul). The Little Town, especially in its Rural 
Relationships. New York: Macmillan Co. 1919. Pp. 258. 6s. 6d. 


[The book has grown out of the author’s interest in rural progress.] 


Federal Revenue Act. National Bank of Commerce, New York. 
1919. Pp. 236. 

[The complete text of the Act, with notes, tables, and index, is here 
presented. Very interesting tables are those which give tax on income of 
1918 payable in 1919, and the less stringent tax on income of 1919 payable 
in 1920. The combined normal tax and sur-tax payable in 1919 is for 
$100,000 (say £20,000) $35,030, about 35 per cent.; for $500,000 
(£100,000) the tax is over 64 per cent.] 
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Haty (Frep. 8.) and Brooke (Exizaseta D.). American 
Marriage Laws in their Social Aspects. A Digest. New York: 
Russell Sage Foundation. 1919. Pp. 132. 


[Proposals for reform of the marriage laws and a description of the laws.] 


Hosson (T. A.). Richard Cobden. The International Man. 
New York: Holt. 1919. Pp. 416. 


KE.uioce (Paul N.) and GLEason (ARTHUR). British Labour and 
the War. New York: Boni and Liveright. 1919. Pp. viii+504. 
$2 net. 


LavcoHEIMER (M. H.). The Labor Law of Maryland. (Johns 
Hopkins University Studies.) Baltimore: Johns Hopkins Press. 
Pp. 166. 


MarsHatt (LL. Carrouu). Readings in Industrial Society. A 
study in the structure and functioning of modern economic organisa- 
tion. Chicago: University Press; London: Cambridge University 
Press. Pp. xxiv+1082. $3.50. 


[A classified collection of extracts on the same as that edited by Mr. Clark, 
above. ] 


OverxtacH (T. W.). Foreign Financial Control in China. New 
York: Macmillan Co. 1919. Pp. 295. 


Story (R. M.). The American Municipal Executive. (University 
of Illinois Studies.) Urbana: University of Illinois. 1918. Pp. 231. 
$1.25. 

Sumner (WittiAM GraHAM). The Forgotten Man and other 
Essays. Edited by Prof. A. G. Keller. New Haven: Yale University 
Press. 1918. Pp. 559. $2.50. 

[This volume completes the collection of Sumner’s Essays. The essay 
which gives the volume its name had not been published before as a whole. 
When A and B, to benefit X, propose a law which C has to obey, C is “ the 
forgotten man.’’] 


Wana (Cuinc Cuun). Legislative Regulation of Railway 
Finance in England. (University of Illinois Studies.) Parts I. and 
II. Urbana: University of Illinois. 1918. Pp. 196. 75 cents. 

(The author is Director of Kiu-Han Railway, China. ] 


WarsurG (Paut M.). Acceptances in our Domestic and Inter- 
national Commerce. New York: American Acceptance Council, 
111 Broadway. 1919. 


French. 


Cotson (C.). Cours d’Economie Politique. Paris: Gauthier- 
Villars. 1915, 1917, 1918. 


(Three volumes with a total of 1,534 pages. The third volume contains 
an estimate of the cost of the War.] 


Hercavutt (R.) and Cuarriaut (H.). La liquidation financiére de 
la Guerre. Paris: Félix Alcan. 1919. Pp. 96. Fr.2. 


{A very useful compilation and criticism of various pronouncements, mainly 
but not entirely French, on the character and scope of the indemnity payable by 
Germany. The authors conclude with a plan for reconstituting the finances of 
Europe by founding a guaranteed international loan on the basis of the securities 
to be given by Germany. The volume contains much of interest. ] 
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Haristoy (Just). L’Indemnité de Guerre et la Conscription des 
Richesses de ]’Allemagne. Paris: Félix Alcan. 1919. Pp. 61. 
Fr.4. 

{A plan for confiscating the property within Germany and administering it 
under the control of the Allies.] 

ScHELLE (Gustave). L’Economie Politique et les Economistes, 
Encyclopédie Scientifique. Edited by Dr. Toulouse. Paris: Doin. 
1917. Pp. xviii+396. 6 fr. 


SorEL (GEORGE). Matériaux d’une Théorie du _ Prolétariat. 
Paris: Riviere. 1919. Pp. 413. 7 fr. 


German. 


Beck (H.). Wege und Ziele der Sozialisierung. Berlin. 1919. 
Pp. 254. 8 Mk. 


BENDIXEN (Dr. FriepRicn). Wahrungspolitik und Geldtheorie im 
Lichte des Weltkrieges. Munich: 1919. Duncker und Humblot. 
Pp. 181. 8 Mk. 


Boreut (Dr. van vER), Editor. Die Bodenreform. Ihre Ziele 
und ihre Wirkungen. Berlin: 1919. Carl Heymann. Pp. viii+ 
507. 10 Mk. 


Doérnic (C.). Die Bevdlkerungsbewegung im Weltkrieg. L., 
Deutschland. II., Oesterreich-Ungarn. Bulletin der Studiengesell- 
schaft fiir sociale Folgen des Krieges. Kopenhagen: Bianco Cuno. 
1919. 3 Kr. each. 


Hur (Dr. WaLtHER). Die Entwickelung der deutschen und 
franzésischen Grossbankenim Zusammenhange mit der Entwickelung 
der Nationalwirtschaft. Berlin: Franz Siemenroth. Pp. viii+ 186. 
6.30 Mk. 


ScCHLESINGER (Dr. Karu). Die Veranderungen des Geldwertes 
im Kriege. Vienna: Mansch. 1916. 


{An address to the Hungarian Economic Society on the changes in the 
value of money during the War. Republished from the Zeitschrift fiir 
Volkswirtschaft. To be reviewed.] 


VaTKE (Dr. Hans). Die Verstaatlichung des Feuerversicherungs- 
wesen. Berlin. 1919. Pp. 111. 4 Mk. 


Weser (HEinrIcn). Grundlinien einer neuen Forstwirtschafts- 
philosophie. Tubingen: 1919. H. Laupp’sche Buchhandlung. 
Pp. iii+ 116. 4 Mk. 


WeELLESCH (EMMERICH). Wollzélle und Wollindustrie in den 
Vereinigten Staaten von Amerika. Stuttgart: J. G. Cotta. 1919. 
Pp. vi+ 96. 

[No. 142 of the Studies published by the Munich Schoo) of Political Economy 
under the editorship of Prof. Lujo Brentano.] 


Italian. 


Gossi (ULINE). Trattato di Economia. Rome: Societa Editrice. 
1919. Pp. 658. 


[A general treatise covering the whole field of economics.] 
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Loria (ACHILLE). Corso di Economia Politica. Seconda Edizione. 
Turin: Bocca. 1919. Pp. 761. 

[This second edition of the eminent Professor’s Course of Political 
Heonomy is compiled by Dr. G. Fenoglio from lectures delivered by Prof. 
Loria in the University of Turin.} 


Micuets (R.). Economie e feliciti. Milan: Vallardi. 


Supino (CamILLo). La marina mercantile italiana. Bologna: 
Zanichelli. 1919. 


Totomianz (Pror. V.). Armenia Economica. Con Prefazione di 
Luigi Luzzati. Rome: Formiggini. 1919. Pp. 86. 


Vinci (FeEuice). La mobilita della mano d’opera durante la 
guerra. Rome: ‘‘ Atheneum.’’ 1918. Pp. 4. 
[This study on the rapidity of change in the personnel of operatives during 
the War is extracted from the Rivista della Societa Commerciale.} 
Vincr (FELICE). Sulle variazioni dei prezzi. Rome : 
‘‘Atheneum.’’ 1919. Pp. 18. 

[A theory of price-variations connected with practical proposals, such as 

_ that of Gini, to reduce future payments of interest on national debts in accordance 
with falling prices. The pamphlet is extracted from the same review as the 

one above.} 





